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All Detroit agrees 


Automotive designers have the impossible job of 
trying to please every new car purchaser. But 
American car makers agree on one point: The first 
coat of paint that goes next to the metal should be 
based on epoxy resin. 

Prime coatings made with Shell Chemical’s Epon‘ 
resin form a moisture-proof, airtight shield against 
rust. These rugged primers assure smooth top coats 
. . . bond tightly to any type of finish. Corrosion 


can’t get a start because coatings based on tough, 
flexible Epon resin won’t crack —a wallop will dent 
rather than chip them. 

Protecting metal from corrosion and wear is an- 
other way Shell Chemical 

helps cars and home ap- 

pliances look better and 

last longer. 


Shell Chemical Company 


Chemical Partner of Industry and Agriculture 


NEW YORK 
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A NEW TELEPHONE SERVICE 
FOR THE NEW ELECTRONIC ERA 


Bell System’s Data-Phone service enables modern business 
machines to “talk” to each other over regular telephone lines 


More and more businesses are using complex 
computers and other electronic machines to proc- 
ess current facts and figures. 


Where plants, warehouses, branches or offices 
are located in different cities and states, there is 
increasing need for a quick, economical way to 
transmit payroll, inventory, billing and other data 
from place to place. 

This is especially true where the policy is to- 
ward decentralization of various activities. 

In serving this communication need, the Bell 
System has come up with a new and extremely 
flexible method called DATA-PHONE service. 


The great advantage is that business data goes 
over the same telephone lines you use for tele- 
phone conversations. 


The new service uses Data-Phone sets to link 
customers’ business machines—handling paper 
tape, magnetic tape or punched cards—to regu- 
lar telephone lines. This machine-furnished data 
can be handled over telephone lines at speeds up 
to 1200 bits per second. 


The customer pays for each Data-Phone call 
just like a Long Distance call for any period he 
wants, 


Tuus, in addition to our teletypewriter service, 
designed for low-speed operations, and our leased- 
line offerings allowing literally any speeds, we 
can now offer the added flexibility of our vast 
Long Distance telephone network for data 
transmission. 


In providing the communication lines and 
Data-Phones, the Bell System is working right 
along with manufacturers who are developing the 
business machines to complete the service. 


It all adds up to an interesting and exciting 
opportunity to render a new data communications 
service for our business customers. 





A GREAT FUTURE 


it is not improbable, within the next decade, 
that the amount of communication between 
electronic business machines in different 
cities will be as large as telephone communi- 
cation between people. 
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Recipe for a Ten-Billion Dollar Industry 


In a kitchen “laboratory”, mix rubber with sulphur. Try 
a pinch of white lead. Heat on a coal-fired cookstove. 
Fight failure with courage, year after year, till one day 
rubber gives up its secret. 

With this spartan approach, 121 years ago, Charles 
Goodyear produced the world’s first vulcanized rubber, 
with stamina to slug it out against wear and climate. 
The new product would serve mankind in a multitude of 
ways. The new industry would make thousands of jobs, 
put millions of dollars into circulation in country after 
country. 


Lots of good things come from 


In 1853 Charles Goodyear wrote a book about his 
discovery. “Gum Elastic and Its Varieties” could not be 
a best-seller. Only six copies were printed. But it sur- 
vived the years. In France recently the grandson of the 
original owner brought his heirloom copy to Goodyear 
executives planning the new tire plant at Amiens. A 
warm gesture of friendship towards Goodyear’s expand- 
ing European facilities. 

From Charles Goodyear’s crude experiments came 
the inspiration for today’s imagination, research and de- 
velopment—writing a recipe for the world of tomorrow. 


GOODZYEAR 


THE GREATEST NAME IN RUBBER 
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SIDE LINES 


The Corporate Life Line 


WHEN a business worry reaches the 
board room, that’s news—whether 
it’s publicized or not. After all, 
directors of large corporations are 
not men to waste time discussing 
trivia. So the fact that executive 
health has re- 


In passing through their capable 
hands, Forbes’ executives get one 
of the most thorough and compre- 
hensive physical examinations that 
modern medicine can provide. But 
these three-hour sessions are just 

the beginning 





cently become a 
big topic on 
board meeting 
agendas’ should 
make us all stop 
and do a little 
thinking. 

We at Forbes 
Inc. are no excep- 
tion. Like many 
another business 


When all of a 
man’s X-rays, 
cardiographs and 
tests are com- 
pleted, all six 
doctors huddle 
together to ana- 
lyze them com- 
pletely and then 
program a sched- 
ule of follow-up 








organization, we 
are keenly aware 
that one of our major assets is 
our pool of experienced and tal- 
ented manpower. And like such 
corporate giants as General Motors, 
Sears Roebuck, and Dow Chemical, 
we have been giving thought and 
attention to protecting it. 

Since the health of our key per- 
sonnel is a vital factor in our future 
progress, Forbes Inc. some time 
ago joined the growing number of 
companies which have instituted 
comprehensive—and frankly, ex- 
pensive—executive health plans. In 
short, like them we have been 
carefully attending to our corpo- 
rate lifeline. 

Say, Doctor! Fundamental to 
Forbes Inc.’s executive health pro- 
gram is the proposition that every 
top executive in our organization 
should undergo a thorough medical 
examination at least once a year. 
At first, some of our executives 
have been shy of the idea. “Don’t 
need it,” they said. Or: “Haven't 
the time.” But once they took the 
plunge, they turned out to be some 
of the program’s most enthusiastic 
boosters. 

One big reason our program has 
been such a success, we think, is 
the quality of the professional group 
performing this important service 
for us. Supervising the exhaustive 
3-hour basic examination for us is 
Manhattan’s Preventive Medical 
Services, a team of six top diagnos- 
tic specialists from the staff of New 
York’s famed Memorial Sloan- 
Kettering Cancer Center. 
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work whenever 
such attention 
is found to be necessary. 

Heading up this distinguished 
medical team is Dr. Emerson Day, 
47, Chairman of the Department of 
Preventive Medicine and Director 
of the Strang Cancer Prevention 
Clinic at Manhattan’s Memorial 
Hospital. Thus through this team 
the experience derived from the 
world’s largest clinic for the con- 
trol and prevention of cancer is in- 
tegrated into the total health pro- 
gram provided by this group of 
specialists in preventive medicine 

Stitches in Time. The benefits 
Forbes Inc.’s program has already 
produced are impressive. As one of 
our executives, whose examination 
turned up a minor condition that 
might have grown into a serious 
ailment, puts it: “I’ve got a family 
of five and I owe those doctors an 
awful lot for nipping trouble in the 
bud.” 

Such cases are not rare. One out 
of every four executives passing 
through the Preventive Medical 
Services, Dr. Day reports, discovers 
some unsuspected finding impor- 
tant to maintaining good health 
And in one case out of every ten, 
a pre-cancerous condition which is 
correctable comes to light. Con- 
cludes he: “Regular checkups for 
executives, preferably under this 
kind of program, are only good 
sense—for executives because it 
protects their earning power; fo! 
their employers because it pre- 
serves an essential business asset 
from disastrous loss.” 


Volume 86 


September 1 York and at additional mailing offices. Subscription $7.50 a year in U.S.A Coovright 1960. Forbes Inc No. 5 





| WE CAN FINANCE 


this outstanding 


investment opportunity! 
Own your own Licensed 
unattended coin-operated 


Westinghouse 


Half-Hour Laundry Store 


Laundromat stores give millions of Ameri- 
cans a time-saving, modern way of doing 
laundry... while SAVING 50%. Investors, 
business and professional people net un- 
usually high returns by operating these 
necessity-of-life stores. 


Q What are the advantages of own- 
ing a Westinghouse Laundromat 
laundry store? 

A You are investing in one of the fastest- 
growing industries in the country and will 
enjoy a substantial second income. Because 
all equipment is coin-metered, customers 
do-it-themselves and no attendants are nec- 
essary. You have no labor problems or 
inventories. Many stores operate 24 hours 
a day, 7 days a week...bringing you 
profits while you sleep! 


Q How much time must be devoted to 
successfully operate a laundry store? 
A This is a spare time business ...a few 
hours each week is ample. Service can be 
contracted ovt to an independent Author- 
ized ALD Serviceman. Laundry stores are 
ideal for chain operation and/or absentee 
ownership. 


Q 'Vvhat are chances of success with- 
out previous experience? 

A ALD has planned over 10,000 profitable 
Laundromat laundry stores throughout the 
country ... successfully owned and oper- 
ated by doctors, lawyers, teachers, busi- 
nessmen and white collar workers who 
enjoy complete financial security. You need 
no previous experience. Our complete pro- 
gram has proven itself over and over again 
.+. will make good business sense to you. 
it includes assistance in locating, store 
planning, training and promotion. Our stoff 
of over 500 field experts gives you continu- 
ing help and advice on installation, adver- 
tising and management. 


Q What about tax deductions? 


A Accelerated depreciation schedules per- 
mit rapid accrual of equity .. . offer attrac- 
tive tox deductions and sales for capital 
gains. Here is a business tailor-made for 
the actively-employed businessman, sales 
executive and investor or for those seeking 
recession-proof retirement income. 


Pride yourself on good business sense? 
Compare the profit potential, leadership 
and consumer preference for the Licensed 
Westinghouse Laundromat Store. 


© ALD, Inc. 1960 


ei iF For information, wire, call or write: 
a ALD, inc. 


"7057 N. Western Ave., Chicago 45 
OFFICES IN 49 PRINCIPAL CITIES 
ALD CANADA, Lid., 54 Advance Rd., Toronto 


READERS SAY 


Matual Fund Ratings 


Str: We should like to call your at- 
tention to a clerical error on our part in 
the figures supplied to you for your 1960 
Mutual Fund Ratings. The figure we re- 


| ported to you for the capital gain dis- 


tribution on January 29, 1960 was $0.053 
and should have been $0.530. This dif- 
ference would change the figures for the 
column headed Since the bull market be- 
gan in 1953 from $389.45 to $403.05. 
—Fe._ix EHREN 
Senior Vice President 
Dreyfus Fund 
New York, N.Y. 


Sm: . .. Results of Corporate Leaders, 
Series “B” were erroneously stated in 
saying that $100 invested in September, 
1953 grew to only $142.99. You did not 
consider the portion of the distribution 
representing a return of capital, but only 
that representing capital gain. Under the 
trust indenture the Trustee must dis- 
tribute the entire proceeds from sale of 
securities. The actual performance with 
capital gains and return of capital re- 
invested would be $225.22 as of June 30, 
1960. 

—WitLiAM H. PALMER 
Vice President 
Templeton, Damroth Corp. 
New York, N.Y. 


Forses is glad to set the record straight. 
While all the calculations were done by 
Forses’ own statistical department, the 
raw figures were provided by the funds. 
The figures supplied by Dreyfus con- 
tained a major error regarding a capital 
gains dividend, and thus threw the cal- 
culations off. In the Corporate Leaders 
Trust Fund case, there was an omission 
of the return of capital figures. Corrected, 
Dreyfus figures would be, reading from 
left to right under the large arrows: 
$403.05, $207.47, $191.69, $89.90; for Cor- 
porate Leaders, Series “B”: $227.27, 
$168.89, $152.69, $91.57.—Eb. 


Sm: As a mutual funds salesman and 
also an investor for 16 years, I feel funds 
salesmen are doing a great job in “open- 
ing the eyes” of the uninformed. Have 
you analyzed the hours, the number of 
calls, contacts and effort the fund sales- 
man exerts for his commission? At the 
same time giving the uninformed inves- 
tor the chance to protect the purchasing 
power of his savings! 

Are mutual funds worth what they 
cost investors? Yes! 

—N. TAYLoR 
Woonsocket, R.I. 


Sm: You state that “the ordinary in- 
vestor pays a sales commission which 
normally takes an immediate 8% bite 
out of his capital—and in the case of 
contractual plans, as much as 50% of the 
first two years’ money.” Your statement 
with respect to contractual plans is in- 
correct. The Investment Company Act of 


1940 restricts the total sales charge on 
such plans to a maximum of 9% of the 
total payments to be made. It also limits 
amounts which may be deducted from 
the first twelve monthly payments to no 
more than one-half of each such pay- 
ment. 

—JosePH M. O’Brien 

Asst. Vice President 


First Investors Corp. 
New York, N.Y. 


Forses erred. Maximum sales charge 
on contractual plans is limited to 50% of 
the first year’s payments.—Ep. 


Sir: Any comparison of the perform- 
ance record of any mutual fund, or group 
of funds, with the Standard & Poor’s 500 
Stock Average is entirely meaningless 
from the viewpoint of the prospective 
fund investor. 

Why? The answer is obvious. No in- 
vestor has ever invested in all the 500 
stocks comprising that average. That 
would require a very large sum of money. 

—Freperic A. ADAMS 
Denver, Colo. 


For another comparison, Reader Adams 
is referred to Forses’ figures on the 10 
most widely held stocks, p. 23 of the mu- 
tual fund issue.—Eb. 


Str: Once again Forses’ prejudice 
against mutual funds rears its ugly head 
with the old, unfounded charge that they 
are “a fairly expensive kind of invest- 
ment” with a “fairly substantial sales 
commission.” 

Time and again it has been shown that 
nothing offers as much for the money 
(diversification, management, 
mutual funds. 


etc.) as 


—JoHN J. CARROLL 
Vero Beach, Fla. 


Margin Cut 


Str: I was quite disappointed by the 
Federal Reserve Board's recent action in 
lowering margin requirements to 70%. 
It tends to create an inflationary market 
while the administration is trying hard 
to combat inflation. 

Could it be possible the Fed's action 
was influenced politically in an election 
year? 

—R. E. THAYER 
Los Angeles, Calif. 


Obsessed With Money? 


Sir: 
can only recommend more foreign 
You even go so far as to criticize the 
German Republic for not shelling out 
more dough for this fiasco (Fact & Com- 
ment, July 15). You published a glowing 
report telling us how great the Air Force 
is and how they are destitute and need 
more money (Forses, June 1) .. . You 
certainly seem possessed by the idea 
that money will cure anything. 

You may consider my subscription 
cancelled. 


For the ills of other nations you 
aid. 


—R. HARTLEY 
Washington, D.C. 
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AiResearch centralized air data computing system on the Lockheed © F-104 Starfighter. 


“Central intelligence” for the wortd’s tastest jet... Rapidly changing flight character- 
istics of the Lockheed F-104 Starfighter require many complicated in-flight adjustments to be made 
immediately. This is most efficiently accomplished by the AiResearch centralized air data computing system 
which senses, measures and continuously computes performance requirements . .. thereby enabling 
the aircraft to operate at optimum performance at all times. Purchased by more than a half dozen countries, 
the F-104 dramatically demonstrates the value of the centralized air data system concept developed by 
Garrett’s AiResearch divisions for supersonic military and commercial aircraft and missiles. 
* Outstanding opportunities for qualified engineers 


THE CO BE EY RS ALY Foe 
AiResearch Manufacturing Divisions 


LOS ANGELES 46. CALIFORNIA ® PHOENIX, ARIZONA 


OTHER DIVISIONS AND SUBSIDIARIES: AIRSUPPLY-AERO ENGINEERING « AIRESEARCH AVIATION SERVICE «© GARRETT SUPPLY «+ AIR CRUISERS 
AIR ESEARCH INDUSTRIAL ¢ GARRETT MANUFACTURING LIMITED + MAR WEDEL ¢ GARRETT INTERNATIONAL @ GARRETT (JAPAN) LIMITED 
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It’s called the Friden Programatic Flexowriter. Here it is being used to write 
sales orders. After inserting a pre-punched card in the reader, the operator 
touches a key. The machine writes in the entire heading at a speed of 100 
words per minute, pausing only to let the operator insert the date. 

Next, the girl inserts a card for the first line item on the order. She enters the 
quantity, and the machine completes the line while she selects the next card. 
As it writes, the machine automatically punches selected information into a 
paper tape. Later, this tape can be used in any of three ways: 1) Run back 
through the Flexowriter to produce a complete written summary of orders, 
2) Fed into a Friden Computyper to prepare invoices automatically, 3) Fed into 
a card punch to prepare a tab card for each order. (Or, when required, the 
Flexowriter itself can directly control tab card punching.) 

Blue sky? Not on your life. This new system of document writing is working 
beautifully in hundreds of offices here and abroad. Your Friden Systems Man 
can give you the full story. Or write: Friden, Inc., San Leandro, California. 
THIS IS PRACTIMATION: automation at the source of the data, automation 
so hand-in-hand with practicality there can be no other word for it. 


riden 


SALES, SERVICE AND INSTRUCTION THROUGHOUT THE U.S. AND THE WORLD. 


© 1960 FRIDEN, INC 





| the powerful, 
| Texas Railroad Commission. Said 


TRENDS & TANGENTS 


Headless wonder is Duplan Corp., 
New York-based synthetic yarn proc- 
essor. Duplan will have no president 
when incumbent George Friedlander 
retires Sept. 30. Instead, the heads of 
Duplan’s operating divisions will re- 
port directly to the board of directors. 

* & a 

Bluntest warning yet about over- 
production by oil refiners came from 
Gen. Ernest Thompson, chairman of 
production-setting 


Thompson: “It is utterly bewildering 


| that the oil industry is continually . . . 
| either building up excess inventories 


or attempting to work them off.” 


| Warned he: the Railroad Commission, 


though it doesn’t limit refinery runs, 
“can consider wasteful results in set- 


| ting crude production allowables.” 


+ ° e 

TWA new jet financing is up in the 
air again because of the sudden de- 
parture of President Charles S. 


| Thomas. Reason: the financing group 
| of banks and insurance companies ex- 
ercised the clause in their contracts 


specifying that management must be 
acceptable to them. When Thomas 


| quit, they called a halt. Now TWA’s 


boss (and 78% owner) Howard 
Hughes must find either an acceptable 
new president, another source of cash 
or put his stock in a voting trust. 

& + a 

Aluminium Ltd. intrigued metal men 
last month with a terse statement that 
it would build a Quebec plant “for 
the production of aluminum by a 
basically new theory.” Best guess: 
that Aluminium has found a way to 
get around the Bayer alumina process, 
one of the most expensive elements 
in making aluminum, instead will 
process aluminum directly from baux- 
ite ore. 

e * 

What makes the market tick? Mer- 
rill Lynch, Pierce, Fenner & Smith 
is putting a Univac calculator to work 
at the University of Chicago to find 
out. The nation’s biggest broker hopes 
to learn why stocks go up and down, 
whether blue chips or speculative 
issues are better buys. One thing 
Univac won't do: give tips on how to 
make a killing in the market. 

+ _ + 

Short interest rose sharply on the 
Big Board during the month ended 
August 15, and brokers were quick to 
hail the fact as bullish. Their reason- 
ing: the short interest represents 
latent buying power which must be 
exercised sooner or later, either help- 
ing to extend a rally or serving to 
check a decline. 
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ROCKWELL-STANDARD*“..Growth through leadership 


Every day...we transport a U.S. city! 


Enough people and products to build, populate and 
maintain a city the size of Denver are transported 
throughout the United States every 24 hours. Con- 
tributing to this gigantic movement by highway, 
rail, air and pipeline is Rockwell-Standard’s nation- 
wide network of 22 plants. 

From its axle, transmission, spring and brake 
plants come vital components for trucks and buses 
plus important parts for off-highway, construction 
and farm equipment. Its aircraft subsidiary pro- 
vides two of America’s leading airplanes for busi- 


This is one of a series of state- 
ments to acquaint you with the 
broad scope of the activities of 
Rockwell-Standard Corporation. 





ness and pleasure, the Aero Commander and Com- 
mander Alti-Cruiser. For passenger cars, Rockwell- 
Standard supplies seats, springs and bumpers. Still 
another subsidiary manufactures filters of all types 
for the railroad, trucking and aircraft industries 

Rockwell-Standard’s basic philosophy is two-fold 
—the manufacture of products essential to national 
growth and progress, and a continuing program of 
aggressive research, engineering leadership and 
sound expansion. Fifty years of progress attests 
to the soundness of this business philosophy. 


The 22 plants of Rockwell-Standard Corporation manufacture these famous products + TIMKEN-DETROIT® AXLES - HYDRA-DRIVE® TRANSMIs- 


SIONS + GARY® GRATING + BLOOD BROTHERS® UNIVERSAL JOINTS 


ALTI-CRUISER® AIRCRAFT + AIR-MAZE®@ FILTERS + 


BOSSERT® STAMPINGS + AERO COMMANDER® and COMMANDER 


KERRIGAN® LIGHTING STANDARDS. Plus these other Rockwell-Standard® products: 


AUTOMOTIVE BUMPERS + AUTOMOTIVE SEATING + LEAF AND COIL SPRINGS + BRAKES + FORGINGS 





Look where they’ve automated the milky way! 


How many times have you sped past nostalgic scenes 
like this, wishing you could stop and soak up some 
of the peacefulness? This once, let’s do it! Let’s follow 
the boy inside. But be prepared—all that’s familiar ends 
at the barn door! Gone are the three-legged milking 
stools, the big pails, the old ten-gallon milk cans. No 
more lifting them, emptying them, cleaning them .. . 


Instead, Bossy stands in her spotless parlor, starting 
a modern milk production line at an automatic stain- 
less steel milking machine. From here, the milk flows 
directly—through pristine-clean stainless steel pipe- 
lines—to bulk collecting tanks, also of stainless steel. 
Outside, stainless steel tank trucks will arrive to pick 
up the safely stored milk for delivery to processing 
and container plants. 


Why so much stainless steel? Because stainless can 
be cleaned easily and absolutely. Never the slightest 
residue of taste or odor on stainless steel. It is the most 


REPUBLIC STEEL 
General Ottices el) Cleveland 1, Ohio 


durable and corrosion-resistant commercial metal 
dairy farmers can use. 


Republic Steel has had a big hand in revolutionizing 
the production (but not the peacefulness) of this 
scene, by supplying great quantities of stainless steel 
to the fabricators of dairy farming equipment. 
Republic’s Field Metallurgists help these manufac- 
turers take full advantage of the free-machining quali- 
ties of stainless steel. Welding experts from Republic 
help tank builders and body shops improve their stain- 
less welding methods, after helping them choose the 
most weldable Republic alloys. 


Republic sees such demand coming for stainless 
that a new rolling mill being built for carbon sheet 
and strip has been designed with extra power to en- 
able it to roll stainless also. This will make available 
more of the wide stainless sheets needed for milk 
tanks and truck bodies. 


This STEELMARK of the American Steel 
Industry tells you @ product is made of 
Stainless Steel. Look for it when you buy. 
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“With all thy getting get understanding” 


FACT AND COMMENT 





by MALCOLM S. FORBES 


ELECTION OBSERVATIONS 


Rightly, Vice President Richard Nixon recognizes that 
he faces an uphill struggle as a candidate of the minority 
party for the Presidency, but there are sound grounds for 
optimism that he can win. 

Foreign affairs with their recurrent crises is of most 
concern to most people and, here, Nixon’s vast experience 
will carry considerable weight with uncommitted voters. 
His extensive travels, his comportment and his com- 
ments in assorted situations abroad, as reported by TV 
and the press, have registered most favorably at home. 
The Venezuela episode and the “Kitchen debate” in 
Moscow are well remembered. 

In this area the choice of Henry Cabot Lodge as a 
running-mate will help considerably, too. Again, thanks 
to press and particularly TV coverage of UN sessions 
dealing with one crisis after another, the name and 
image of Lodge has been made favorably familiar as an 
informed, firm voice for the United States and the free 
world. 

Although there is only four years disparity in age be- 
tween Senator Kennedy and Nixon, the gap seems greater 
when attention is concentrated on foreign affairs. Because 
of the democratic nominee’s very limited experience in 
this area, his “public image” of youthful vigor and Ivy 
League personality does not conjure up a picture of 
wisdom and sagacity at the international conference 
table. The 
increasing 
indications 
that Adlai 
Stevenson 
would not 
be his choice 
for Secre- 
tary of State 
is not re- 
assuring to 
the already- NOMINEES NIXON & LODGE 


Forses, SEPTEMBER 1, 1960 


angry Stevenson partisans. 

If the present downward meandering of the economy 
should turn into a more serious decline, however, Re- 
publican victory in November would be well-nigh im- 
possible. The unprecedented economic growth of the 
Eisenhower years would count as nothing in the minds 
of many voters if, on Election Day, the economy was 
sagging sharply. In this area the Vice President does not 
have a “public image” and in such circumstances there 
is a tendency for the public to demand new faces and 
“aggressive” measures. 

The “first round” of the campaign, the candidates’ ac- 
ceptance speeches, unquestionably went to Nixon. Senato: 
Kennedy had many good lines and varied appeals, but 
his nasty personal attack on Nixon as a man with “charity 
for none and malice toward all” smacked of smart aleck, 
school boyish debate. On the other hand Nixon’s speech, 
although it ran a very wide gamut, registered with many 
not heretofore favorably disposed to Nixon for its sin- 
cerity and relative restraint. 

The “second round,” the Congressional session, is a 
tricky operation for both parties but perhaps more 
studded with pitfalls for Mr. Nixon. Unquestionably the 
Democrats are being hurt by their sidetracking of civil 
rights. On the other hand, President Eisenhower's deter- 
mined stand and potential veto of the Democratic meas- 

ures for old 

age health 

insurance, 

public 

housing, 

etc., place 

Mr. Nixon 

in the false 

position of 

seeming to 
¥¥ oppose 
NOMINEES KENNEDY & JOHNSON measures 
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whose purposes he favors but whose specifics are com- 
pletely unpalatable to the Chief Executive. 

The “third round” of the campaign will of course be 
the televised debates. Here Nixon should do well. 


bs 


CONVENTION OBSERVATIONS 


Along with many millions of other Americans I watched 
the televised proceedings of the Democratic Convention 
and thought the networks did a first-rate job. Certainly 
viewers knew almost instantly what was taking place all 
over the city, often before some of the principals, being 
interviewed themselves, knew of some immediately prior 
happening. Sitting on the floor of the Republican Con- 
vention a few days later throughout each session, I knew 
infinitely less than the home-side TV viewer about what 
was going on behind the scenes and among the principals. 
We could see Messrs. Huntley, Brinkley, Murrow, Daly, 
et al., in their little glass booths in the rafters, but we 
could not hear either their comments or the observa- 
tions of their assorted quarry. For an all-round knowl- 
edge of Convention developments, the floor of the Con- 
vention itself is the last place to be. 


& 


THE OTHER JAPAN 


Americans were understandably shocked by the unruly 
Japanese mobs which defied their government and turned 
President Eisenhower away from their country last June, 
shocked that a country we had helped and come to regard 
as a friend was perhaps not really a friend after all. I 
was pleased and reassured, therefore, to receive a letter 
recently from one of Japan’s leading financial figures ex- 
pressing strong distaste for what the young Leftists did— 
and explaining that these antics were heartily disapproved 
by most Japanese. 
letter: 


Here are some excerpts from that 


. .there were a series of unfortunate 
incidents in Japan, owing to instigation on 
the part of certain misguided elements in 
the country. Because of these occurrences, 
it proved impossible to receive in this 
country a most important guest, the very 
personage whom the whole right-thinking 
nation so heartily desired to welcome. As 
one of the Japanese, I have to apologize to 
you, and to the American people at large, 
for that deeply regrettable fact. 

The only consoling aspect, if any, of the 
unfortunate event is that it has brought 
home to all the thinking people of my coun- 


try the necessity of self-reflection on how 
freedom and democracy, in the true sense 
of the words, should be cultivated and 
nurtured here. Since our return to Japan, 
we have frequently exchanged opinions 
with our colleagues and friends in all seri- 
ousness as to ways and means of promoting 
the growth of the genuine principles of 
free democracy, and have pledged our- 
selves to put forth greater efforts than ever 
in that direction. 

The recent change of government will 
probably be followed by a general election, 
and we firmly believe that parliamentary 
processes will result in giving a desirable 
direction to the whole nation. 

. . . We have no doubt that the nation, 
in which is represented 5,000,000 stock- 
holders, will choose a right direction. 

Minoru Segawa 
President, 
The Nomura Securities Co., Ltd. 


x 


CONSERVATION vs. RECREATION 


Ever since Theodore Roosevelt first dramatized beauty 
and value of our open spaces, conservation has been a 
popular cause. 

In recent years, the two public needs of conservation 
and recreation have come into frequent conflict. Should 
our great government-owned forestlands be kept as they 
are in the interests of conservation? Or should more of 
them be developed as recreation areas? What should 
policy be? Who should carry it out? 

There are no simple answers. Currently, however, lead- 
ing citizens from labor, conservation and mining and 
timber groups who make the Outdoor Recreation Re- 
sources Review Commission and its Advisory Committee 
are trying to reconcile these conflicts. Headed by the 
public-spirited Laurance Rockefeller, the advisory group 
recently made a long tour of the beautiful parks, forests 
and wilderness areas of Wyoming, Idaho and Montana. 

Having spent some time in these beautiful lands, I can 
appreciate the mixed feelings with which they must have 
viewed the end of their trip. They must now make spe- 
cific recommendations to the President and Congress on 
which parts of those lands should be zoned for lakes and 
reservoirs; where dams should be built for new recrea- 
tional centers and how new federal parks should be 
developed. 

On the committee’s recommendations will rest the fu- 
ture of much of the millions of acres of land under gov- 
ernment control. Theirs is thus an important and difficult 
task for which future generations of Americans will be 
thankful. 
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REPORT FROM WESTERN UNION 


NEW COAST-TO-COAST MICROWAVE BEAM 
SYSTEM SCHEDULED FOR COMPLETION IN 1961 


WESTERN UNION TOTAL CAPACITY TO BE INCREASED BY NETWORK 
ENGINEERED TO HANDLE EVERY KNOWN FORM OF ELECTRONIC COMMUNICATION 


HEN Western Union’s new 

coast-to-coast microwave beam 

system is completed in 1961, 

additional capacity—equivalent to 

2,400,000 words per minute—will augment 
Western Union’s current system. 


HIS microwave network has a po- 

tential of more than 50,000,000 

miles of two-way telegraph chan- 
nels! And, because snow and ice can’t 
snap a microwave beam, maintenance is 
reduced to a minimum .. . with vast 
improvements in stability and accuracy 
of transmission. 


LEXIBILITY? This network creates 
[5 new broadband facilities to pro- 

vide high-speed transmission of 
data, alternate record-voice, facsimile, 
telegraph, digitalized TV and other com- 
munications services. Example: this sys- 
tem will meet broadband data processing 
needs of the U.S. Air Force. 


IRST section of the microwave net- 
[s work—along the West Coast—is 

scheduled to swing into operation 
next October. Sites for twin-mast micro- 
wave towers—spaced 25 to 30 miles apart 
—have been selected and construction 
contracts are being let. Completion of 
this coast-to-coast system is expected by 
the end of 1961. 


HIS NEW microwave system and a 
companion project — Western 
T Union’s new transistorized, high- 
speed digital data system for the U.S. Air 
Force—represent gross capital expendi- 
tures of approximately $80,000,000... a 
confident investment in the tremendous 
future of Western Union. 


WESTERN UNION FINDS BETTER WAYS TO SPEED IT ELECTRONICALLY 











to move the world... 


“Give me a place to rest my lever 
and | will move the earth.” So spoke Archimedes. 


The lever of our modern world is natural gas and oil. 

They turn the wheels of industry... 

fuel and lubricate our cars, planes and trains... 

heat and cool our homes...cook and refrigerate our food. 


Indispensable, steadily broadening in usefulness... 

it's difficult to imagine a world without gas and oil. 
Fortunately, there's plenty. To serve its pipeline 

customers alone, Tennessee Gas maintains natural gas reserves 
of 18 trillion cubic feet...a 20-year supply. 

And world reserves of gas and oil are at an all-time high. 


Comforting thought for Americans 
whose high standard of living is built on energy: 


The more gas and oil we use, the more we discover. 


From natural gas and oil...heat, power, 
petrochemicals that mean ever wider service to man. 


TENNESSEE GAS TRANSMISSION COMPANY 


HOUSTON, TEXAS 

DIVISIONS: Tennessee Gos Pipeline Compony «+ Tennessee Gas and Oi! Company + Tennessee Oil Refining 
Compony « Tennessee Overseos Compony - SUBSIDIARIES: Midwestern Gos Transmission Company « Eost Tennessee 
Natural Gas Compony «+ Tennessee Life Insurance Company + AFFILIATE: Petro-Tex Chemical Corporation 


> 
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HEADWINDS FOR BOEING 


An impressive earnings surge is underway for Boeing, 


giant of the U.S. 


air industry. But the 
is partly a matter of bookkeeping, 


improvement 
and President 


William Allen is still flying against strong headwinds. 


Wuen President William M. Allen 
recently announced the six-months 
earnings of his mammoth Boeing 
Airplane Co.*, Wall Street was con- 
siderably impressed. 

At a time when most aircraft mak- 
ers were being badly buffeted, Boeing 
seemed to be flying a remarkably 
straight course. From their depressed 
1959 levels of $3.8 million (48c a 
share), Boeing’s first-half earnings 
had climbed to $10.3 million ($1.29 a 
common share). 

Boeing’s volume figures, too, were 
encouraging. Up nearly 20° to $817 
million, they kept the big Seattle 
company comfortably in first place 
as the U.S.’ biggest aircraft manu- 
facturer—and nearly its biggest de- 
fense contractor as well. 

Still a prime favorite with the well- 
heeled Pentagon, Boeing was also now 
first in the affections of the world’s 
commercial airlines. It had thus 
stepped into the position long and 
profitably held by Douglas. Not only 
were U.S. and foreign airlines flying 
more Boeing 707s than any other jet 
airliner, but Boeing’s commercial or- 
der book (see chart) was still far 
fatter than any of its rivals’. 

In the defense line, Boeing’s dur- 
able standby, the jet-powered B-52 H 
bomber, was lumbering off its Wichita, 
Kansas, assembly lines at the rate of 
seven a month. Another seven of its 
companion planes, the KC-135 jet- 
propelled tankers, were joining it 


aoeee Airplane Co. rg d NYSE. Recent 
price 35. Price range (1960): high, 3554; low, 

Dividend (1959) : $1 plus 2% stock. Indi- 
cated 1960 pa 9 $1 plus stock. ae 3 

per share (1 $1.65. a assets: 
inion. Ticker siathel: BA 
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from lines near Seattle. And if Bill 
Allen’s fond hopes for the Bomarc 
missile have been somewhat damp- 
ened, the company now had on its 
books big contracts for the new Min- 
uteman Missile and the Dyno-Soar 
space glider. 

Perhaps best of all, from a money- 
man’s point of view, Bili Allen was 
winging into the space and missile 
age with the strongest balance sheet 
of any planemaker (see “Financial 
Horsepower”). It went into 1960 
with just short of $200 million in 
working capital and gross property 
valued on the books at $162 million. 
Against all this was a funded debt of 
just over $70 million. For an indus- 
try that had once habitually done its 
business on one financial cylinder, 
this was potent fiscal horsepower in- 
deed. 

Who's Celebrating? But it didn’t 
take long last month for a visitor to 


the low, cream & brown Boeing head- 
quarters on the outskirts of Seattle 
to discover that the company itself 
was somewhat less sanguine about its 
own future. The earnings upbeat not- 
withstanding, all of Boeing’s 80,000 
employees, from President Allen on 
down, were uncomfortably aware that 
the reservoir of future projects to fuel 
Boeing’s sprawling plants 
Sixties were 
low. 

Even if Wall Street, in 
regained enthusiasm for defense 
stocks, tended to overlook it, the fact 
remained that the earnings improve- 
ment Boeing is showing this year is 
largely a matter of bookkeeping. Fo: 
while deliveries of the sleek 707s and 
the somewhat smaller 720s are at 
their peak (currently seven 
month), their development cost was 
written off mainly in 1958 and 1959 
Thus any difference between the $5.5 
million sales price of a 707 and its 
bare manufacturing cost will soon be 
almost pure profit. 

To this extent, Boeing was in 1960 
understating the true cost of build- 
ing the jets (and thus overstating the 
profits on them), just as it had over- 
stated the costs (and thus under- 
stated its over-all profits) in prior 
years. In fact, Boeing candidly ad- 


into the 
running uncomfortably 


its newly 


707s a 


RUNNING OUT OF CUSTOMERS? 
In the commercial jet field, Boeing has token the lion's share of the mar- 
ket. But with deliveries fast eating up its backlog, can Boeing continue 
to count on commercial jet business to keep its assembly lines busy? 





Deliveries (Mid-August) 


Unfilled Orders 





Boeing: 707/720 Jets 


Lockheed: Electra Tur. 


Douglas: DC-8 Jet 


General Dynamics: 880 / 600 Jets 
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BOEING 707s ON LINEUP: 
will there be more profitable versions in the future? 


mits that it is far from getting an over- 
all profit on its commercial jets. The 
best hope for squeezing the red ink 
out of the commercial jet program 
lies in the prospect of a medium-range 
jet version of the 707 or an air cargo 
version. But both are iffy at best. 

Bombs Away! But for Bill Allen, 
this is water over the dam. What is 
causing Allen and his fellow execu- 
tives sleepless nights is the fate of 
the military bomber. The big bomb- 
er, a field in which Boeing had long 
been king, is on its way out as a 
major element in warfare. To com- 
pound Boeing’s troubles, it had lost 
to rival North American the contract 
to build what will probably be the 
last major manned bomber, the 
chemical fueled B-70. 

Boeing’s production at the moment 
remains at a high rate. Currently, 
Boeing’s production lines are turn- 
ing out the Boeing 52-H, a greatly 
advanced version of the 1952 plane. 
The new version carries the Hound 
Dog and Skybolt missiles and has 
new turbofan engines which give it a 
30% boost in take-off thrust. 

Right now, Allen has enough orders 
for the B-52 to keep his lines work- 
ing into early 1963. As an added 
bonus, every B-52 that Boeing 
turns out holds the promise of bring- 
ing it a two-for-one return. To keep 
those big bombers aloft, the Strategic 
Air Command needs increasing num- 
bers of KC-135 tankers. 

After 1963? “We have confidence in 
the future of this aircraft,” says Allen, 
in the tone of a man who hopes to 
keep coming up with improvements. 
But Allen has no guarantees that he 
can keep military plane volume any- 
where near its current rate after 
present orders run out. 
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Buying Time. In the final analysis, 
then, the bomber program is merely 
buying time for Boeing—time to get 
more deeply into missiles and 
farther off in outer space. 

“There will be,” agrees Allen, “an 
increasing emphasis upon missiles, 
unmanned aircraft and sophisticated 
space vehicles.” But Boeing’s entry 
into this new field has not been 
smooth. When Boeing snagged its 
Bomarc contract in 1957, it appeared 
as if Bill Allen had found a way to 
make that far-reaching change. A 
liquid-fuelled rocket with an opera- 
tional range of 250 miles, the Bomarc 
was scheduled to be installed in 12 
rocket sites in the U.S. and Canada. 
Even better, Boeing was the prime 
contractor for the bird. But early this 
year the Pentagon pulled one of its 


BOEING’S ALLEN: 
a more sophisticated emphasis 


famous changes of mind, cut back 
sharply on the Bomarc and slashed 
Boeing’s present share of the program 
to about $244 million, or about half 
of what it had expected. 

Boeing still has a contract, it is true, 
to work on the Minuteman, an inter- 
continental ballistic missile which has 
managed to survive the Pentagon’s 
axe. But here Boeing does not hold 
the coveted spot of prime contractor, 
and is acting only as an associate con- 
tractor. 

Out in Outer Space. Not that all has 
gone badly for Boeing in these fields. 
Allen has made up for his missile mis- 
haps to some extent by raising Boe- 
ing’s sights to outer space. In a dra- 
matic reorganization of Boeing, Allen 
last year made his able senior Vice 
President Wellwood E. Beall head 
planner on new projects. Thus did he 
dramatize Boeing’s determination to 
break with its past. Allen obviously 
intends that Boeing’s new scientific 
laboratory, with its million-dollar 
budget, will become a strong part of 
its business. “Our central resource,” 
says he flatly, “has always been our 
engineering talent. There is plenty of 
scope left for that.” 

Already Boeing has grabbed itself 
one of the prized outer-space con- 
tracts of recent years. The Dyna- 
Soar, a manned, ground-launched 
glider is intended to be the link be- 
tween the X-15 plane and missiles 
themselves. The potential could be 
great on this project, and the Air 
Force is known to be ready to spend 
as much as $500 million on it over the 
next three years. 

The Long Lag. From an assembly 
line point of view, however, such proj- 
ects have their limitations. At best 
there is a long lag between their 
laboratory phase and getting them on 
to the factory floor. The Dyna-Soar 
will be no exception. “It will be some 
time,” Allen admitted recently, “be- 
fore we ‘cut metal’.” 

Which still leaves the question: 
after the B-52, what? Missiles and 
outer space programs are compara- 
tively limited in size. Up to now, 
Boeing’s specialty has been its long 
production lines, which brought in 
that massive volume of $1.7 billion a 
year. But its new work may well not 
support those production lines. The 
Martin Co., an early starter in the 
space race, has snared only enough 
contracts to bring it revenues of 
$523.7 million a year, a far cry from 
Boeing’s current volume. 

Perhaps more revealing is Boeing's 
role with the Minuteman. The Air 
Force probably will spend a wallop- 
ing $2.5 billion on this bird. But Boe- 
ing’s share of that, as the fabricator of 
the missile, probably will come to only 
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15%. As another way to look at it, 
even if Boeing puts together 1,000 
Minutemen, its production line will 
only be doing the equivalent of as- 
sembling fifteen B-52s. 

Filling in the Gap. No man, need- 
less to say, is more aware than Allen 
of the air pockets that loom ahead for 
his production lines. In the search for 
new sources of volume Allen early 
this year moved to acquire the Vertol 
Aircraft Corp. in a two-for-three ex- 
change of shares. 

For Boeing acquiring Vertol was a 
sharp departure. Where Boeing has 
specialized in heavy, massive planes, 
Vertol makes helicopters and the 
vTot planes which rise and land ver- 
tically. Currently, its sales run to $40 
million a year. 

On the surface, of course, Allen is 
still in the military business with 
Vertol, which sells large numbers of 
helicopters to the Army; just recently, 
for example, the company obtained 
an order for $19 million in troop trans- 
porting helicopters. But these Army 
orders do help Boeing move away 
from its dependence on the Air Force, 
and helicopters and vroLs are pen- 
cilled in to play a big part in the 
mobile army of the future. Even 
better, the helicopters are finding in- 
creasingly larger markets in such 
civilian industries as mining and oil, 
which operate in difficult, inaccessible 
terrain. But it is a competitive busi- 
ness and, at best, only a minor answer 
to Boeing’s volume problem. 

In and Out. To find other solid busi- 
ness, Boeing is popping in and out of 
the air. Consider the small gas tur- 
bine, which Boeing has sold to the 
military since 1950. Allen is selling 
them to the airlines to start up jet 
engines, and he believes they could 
replace the piston engine in the boom- 
ing field of light executive planes. 
Another such: a $2.1-million contract 
from the Navy to develop a 110-ton 
hydrofoil subchaser. 

While small, the Navy contract does 
hold the promise of extra work for 
Boeing in a field which is not too far 
removed from its own production 
techniques. The metal fabricating of 
the ship will be similar to that for 
planes and missiles, though power 
plant problems will be different to 
some degree. The experimental ship 
may well be the first surface vessel 
faster than a nuclear-powered sub- 
marine. If it works out, Boeing itself 
could have the edge on getting many 
such contracts in the future. 

How Much Smaller? But like many 
of the things that Allen has done in 
his race against the eclipse of the 
manned bomber, this is relatively 
small change by Boeing’s present 
standards. Thus, while Allen does 
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not like to admit it publicly, the odds 
are heavy that the Boeing Co. of the 
future will have a _ permanently 
smaller volume than the $1.7 bil- 
lion or so it will produce this year. 
The only real question is: How much 
smaller? 

That depends on how well Allen 
can adapt the company to the de- 
mands of the space age. Boeing will 
have to be a lighter, faster company. 
And a different company, too. Allen 
has admitted as much. “A few years 
ago [our business] was mostly in 
manufacturing,” said he. “Now our 
greatest outlays are for such things 
as engineering, research and de- 
velopment, office space and labo- 
ratories.” 

A pointer to the future is Boeing’s 
current capital spending program. 
From this year on, Boeing’s capital 
spending may well run ahead of its 
depreciation and amortization which 








FINANCIAL 
HORSE POWER 


Among the airframe manufacturers, 
Boeing is probably the strongest in 
terms of sheer financial power. 














is projected at more than $20 million 
a year. But instead of building big 
bomber bays as in the past, Boeing 
now is concentrating on specialized 
production, engineering and _ test 
equipment. By way of example, it 
recently built new quarters for its 
scientific laboratories where 50 sci- 
entists do basic research in such fields 
as gas dynamics, plasma physics and 
geoastro physics. 

On how well it can make such ad- 
justments depends Boeing’s chance of 
remaining the No. One US. aero- 
nautics company. Given its financial 
and engineering resources, Boeing’s 
chances look pretty fair. But right 
now, Bill Allen is flying against time 
with some strong headwinds in his 
face. 


CORPORATE SPECIALISTS 


A STITCH IN TIME 


In a year when most appli- 
ance makers are _ badly 
pinched, Singer’s modest but 
solid profits improvement 





looks doubly impressive. 


Since Donald P. Kircher, now 45, took 
the helm at famed old Singer Manu- 
facturing Co. in 1958, things 
hardly been the same at Singer's 
time-encrusted headquarters on Man- 
hattan’s lower Broadway. In a series 
of tradition-defying moves, Kirche 
began to consolidate Singer's exten- 
sive foreign operations (55° of 1959 
sales), overhauled its somewhat ar- 
chaic accounting practices (“The 
Opaque Goldfish Bowl,” Forses, May 
1), dipped into Singer’s well-filled till 
to buy two profitable small machinery 
firms. 

Right Direction. Kircher pushed hard 
on sales, saw them rise to a record 
$496 million last year. To improve 
the company’s slender profitability, 
Kircher moved out of Singer’s huge 
old Elizabethport, N.J. plant into a 
modern single-story plant nearby. He 
also introduced newer and better ma- 
chines to meet foreign competition. 

Last month the results of Kircher’s 
hard work began to show up. On a 
mere 4% rise in sales, he was able to 
report Singer’s six-months net had 
risen 8% to $85 million ($1.90 a 
share). Hardly a spectacular gain, it 
was nonetheless impressive in a year 
when other home appliance manufac- 
turers were experiencing falling sales 
and shrunken profit margins. At the 
rate Kircher was going, he could look 
forward with confidence to Singer’s 
best full-year operating results since 
the $5.55 a share of 1956. 


have 
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GOLD 


AN EMPTINESS 
AT FORT KNOX? 


Will the Federal Reserve's 
new discount rate s the 
outflow of U.S. gold? It really 
depends more on fundamen- 
tals than on interest rates. 


Amip the hopeful chorus that greeted 
the Federal Reserve’s move last 
month to reduce the discount rate to 
3% were some sharper warning 
voices. Regardless of the domestic 
impact of the move, said the Cassan- 
dras, the international impact could 
be almost catastrophic. At its worst 
the outcome might be so serious a 
drain on U.S. gold reserves that the 
U.S. might have to revalue the dollar, 
limit convertibility, or even abandon 
the gold standard altogether. 

Behind their worries lay the un- 
deniable fact that the U.S. had lost 
gold (often only a trickle, to be sure) 
in every year except one since 1949. 
In 1958 and 1959 the loss totaled over 
$3.3 billion, reducing the Treasury’s 
gold stocks by nearly 15% to some 
$19.5 billion. After slowing again in 
early 1960, it has picked up recently 
to a $3-billion-plus-annual rate. 

But why was so purely domestic a 
matter as the discount rate involved? 
Mainly because the Fed’s reduction 
took place at a time when other major 
financial powers were raising their 
rates—Germany and Belgium to 5%, 
Britain to 6%. This, then, raised the 
prospect that billions in liquid funds 
might flee the U.S. in search of higher 
yields abroad. Since these funds would 
swell foreign government holdings of 


US. dollars, what would keep foreign 
central banks from converting more 
or even all of their dollar balances 
(already in excess of $9 billion) into 
gold—and thereby shrinking the Fort 
Knox hoard (now down to near $19 
billion) toward the vanishing point? 
Pure Self-interest. Horrendous as the 
possibilities sounded, few informed 
banks and economists expected any- 
thing that drastic to take place. As of 
the end of May foreign private hold- 
ings (including banks) of short-term 
obligations here were some $7.5 bil- 
lion. Much of that would probably 
remain in the U.S. for political or com- 
mercial reasons despite the disparity 
of yields. Whatever repatriation did 
take place would in any case be a one- 
shot affair, not a continuing outflow. 
Considerably larger amounts of U.S. 
money might conceivably seek higher 
short-term yields abroad. But foreign 
central banks are unlikely to be 
dazzled by a sudden inflow of such 
volatile money, knowing full well that 
it can depart as quickly as it comes. 
But probably the most important 
factor making an all-out dollar panic 
unlikely is the responsible attitude of 
foreign central bankers: “We can as- 
sume,” said one leading New York 
bank economist, “that they have no 
interest whatever in precipitating a 
crisis.” In other words, the chances 
are that the Deutsche Bundesbank 
and others will hold dollars rather 
than demand gold, thus helping pre- 
vent any outflow of that money from 
becoming a serious drain on US. gold. 
Heavy, Heavy. But the specter, while 
it is for the moment merely a specter, 
has one element of potentially fright- 
ening reality. So long as the U.S. con- 
tinues to run anything like its cur- 
rent balance-of-payments deficit— 
estimated at between $2.5 billion and 


mae 
GOLD SHIPMENT FOR FORT KNOX: 
the loss has soared to a $3-billion annual rate 
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$3 billion this year—there is always 
the danger that so minor an event as 
the movement of short-term money 
may set off the crisis that everyone 
seeks to avoid. That, while a longer 
range danger, is far more serious than 
short-term gaps in interest rates. 


FOOD 


BANANA SKID 


What’s the difference be- 

tween bananas in boxes and 

bananas not in boxes? For 

Standard Fruit a cool $3.4 
million. 


TEMPORARILY, at least, Dr. Joseph S. 
D’Antoni, president of Standard Fruit 
& Steamship Corp.,* wishes he could 
sing “Yes, We Have No Bananas” and 
mean it. Reason: They cost him a 
whopping $3.4 million in the first 24 
weeks of 1960. “By all odds,” says 
company treasurer, Milton W. Mc- 
Queen, that is the worst loss we have 
ever had, or hope to have.” 

Banana shippers have been in trou- 
ble for a long time because of weak 
prices. This year, things are worse 
than ever. Largely because of a glut 
in shipments from the fertile valleys 
of Ecuador, prices per hundred- 
weight have skidded from $7 to $4 
for some popular varieties. Since 
Standard has more than 90% of its 
business tied up in bananas and is 
second only to United Fruit Co. in 
supplying the U. S., its losses have 
been staggering. 

But D’Antoni is confident that the 
worst is over. Up until this year, he 
shipped all of his bananas on the stem, 
exposing them to great losses by 
bruising. By the end of this year, 
fully half of his cargo will be shipped 
in boxes, and bananas shipped that 
way command about $10 a hundred 
pounds, or 2.5 times as much as 
“loose” shipments. Further, last month 
for the first time, D’Antoni moved 
into the West Coast, long a prime ter- 
ritory of arch rival United Fruit. 

Still, for the full year, Standard 
Fruit has no expectation that it will 
even do as well as last year, when its 
earnings were a meager $233,969. 
“Strange as it sounds,” said McQueen, 
“any money we make these days we 
get from the soap and lard business 
and from two breweries in the Hon- 
duras.” As for bananas, he and 
D’Antoni wish they had left them on 
the tree. 


*Standard Fruit & Steamship Corp. Traded 
over-the-counter. Recent price: 5. Price 
range (1960): high, 8%; low, 5. Dividend 
(1959): none. Indicated 1960 out: none. 
Earnings per share (1959): d 8c. Total assets: 
$43.8 million. 
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CHEMICALS 


OLD STANDBYS 


Getting help where Wall 

Street least expected it, Dow 

is showing the steadiest earn- 

ings trend among chemis- 
try’s Big Three. 


WALL street has sometimes chided 
Leland Doan’s Dow Chemical Co.* 
for failing to come up with new 
“glamour” products and with failing 
to emphasize consumer end products. 
As recently as last year Dow still did 
a solid 51% of its business in such 
basic chemicals as ammonia, caustic 
soda, sodium chloride and chlorine. 

But this year Dow’s humdrum prod- 
ucts have stood it in good stead. Rival 
du Pont has been involved in a nylon 
price war with rival tire yarn pro- 
ducers. Giant Union Carbide was 
caught in a price-cutting situation in 
polyethylene and, in addition, orders 
for steel alloys fell sharply. Thus, in 
1960’s first half du Pont’s earnings per 
share dropped 6.3% from 1959, Car- 
bide’s by 10.3%. 

Not so Dow. Prices of the basic 
products in which it tends to spe- 
cialize were holding steady. Only Dow 
among the industry’s Big Three had 
relatively good news for stockholders 
this year. In the six months ending 
May 31, Doan reported, Dow’s earn- 
ings edged up by 4c a share to $1.36. 

Dow was very far from being ex- 
empt from the general economic slow 


*Dow Chemical Co. Traded NYSE. Recent 
rice: 837%. Price ——. (1960): high, 995;; 
ow, 7834. Dividend ( al 1960): $1.40 lus 
2% stock. Indicated fiscal 1961 pores: 
Earnings per share (fiscal 1960 +o Tota tai 
assets: 1.2 million. Ticker ane 





DISTINCTION 
FOR DOW 


Among the Big Three chemical! 
companies, Dow was the only one 
that managed to increase earn- 
ings in the first half of the year. 
Chief reason: It was involved in 
few of the industry's major bouts 
of price+:utting. 
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down. But the price cutting in poly- 
ethylene, for instance, didn’t hurt 
Dow nearly as much as it did Union 
Carbide. It was simply a matter of 
emphasis. Dow’s polyethylene output 
ran to about 130-million pounds last 
year. But Carbide, far and away the 
leader in polyethylene, produced some 
500-millien pounds. With polyethylene 
down from 32.5 cents a pound to 27.5, 
Carbide was feeling the pinch far 
worse. 

Dow was fortunate in that it had 
more than its share of products whose 
prices were relatively steady: high 
impact and heat resistant polysty- 
renes, for example, where Dow leads 
the field with a 600-million-pound an- 
ual output. 

Would Doan’s luck hold for the bal- 
ance of the year? Probably not to the 
same extent. Earnings fell off slightly 
(3c a share) in Dow’s May quarter 
and the company’s financial men have 
a wary eye cocked on future price 
pressure. “We expect,” said Treasurer 
Robert B. Bennett, “a hell of a lot 
more competition all the way down 
the line from now on.” 

But with the prices of sodium chlo- 
ride and chlorine up from a year ago, 
and with the price of ammonia due 
to rise shortly, Dow could at least 
count on firm prices for a basic 51° 
of its output. 


CONSTRUCTION 


JINXED? 


Since Montgomery Ward, 
Louis Wolfson has had little 
but bad luck. Last month 
Merritt-Chapman’s stockhold- 
ers were sharing it with him. 





Since that day in 1955 when a count 
of the proxies revealed that his at- 
tempt to take over Montgomery Ward 
& Co. had failed, Louis Elwood Wolf- 
son has had good reason to shun the 
limelight. Subsequently he bought a 
big block of stock in American Motors 
but disagreed with President George 
Romney, later was in hot water with 
the Securities & Exchange Commis- 
sion over short sales of the company’s 
stock. 

Licking his wound from his various 
defeats, Wolfson announced he would 
henceforth devote himself to running 
Merritt-Chapman & Scott,* the giant 
construction firm, of which he was 
chairman and largest stockholder. De- 
clared he: “Merritt-Chapman & Scott 


*Merritt-Chapman & Scott Corp. Traded 
NYSE. Recent og 3 1044. Price ran 4 (1960) : 
~ h, 1844; low, . Dividend (1 $1.20. 

payout to ao 60c. Earnings “-- share 
(1938)" $1.55. — assets: 5 million. 
Ticker symbol: MCS. 


MC&S’ WOLFSON: 
no more pay checks 


is my one active interest .. . I intend 
to continue to devote myself to its 
future growth and progress.” 

Once an avid seeker of publicity, 
he began to avoid reporters like the 
plague; but anonymity did not come 
easily to Louis Wolfson. Whenever 
things went badly at MC&S, both the 
press and stockholders were quick to 
blame Wolfson. 

At last spring’s annual meeting 
stockholders complained loudly about 
Wolfson’s $230,000-a-year compensa- 
tion, and MC&S’ declining earnings 
trend (per share earnings down from 
$3.73 a share in 1953 to $1.55 last 
year). Wolfson, however, insisted that 
things were better than they seemed. 
Said he of first quarter losses: “Steps 
have been and are being taken to cor- 
rect this situation.” 

But last month, Wolfson’s bad luck 
was dogging him still. He confessed 
that MC&S had sustained a whopping 
loss of $13 million in 1960's first half 
($2.24 a common share). He blamed 
“sharp cost increases that required 
second-quarter revisions of previous 
estimates on construction and ship- 
building contracts.” MC&S and its 
New York Shipbuilding subsidiary 
had bid far too low to get some big 
contracts, was the Wall Street con- 
sensus. 

Whatever the reason, it was a hard 
blow to MC&S stockholders. The third 
quarter dividend, which Wolfson had 
previously assured them was safe, had 
to be omitted. 

To prove that he felt for his fellow 
stockholders, Wolfson announced he 
would take no further salary until the 
dividend was restored. Even so Wolf- 
son’s bad luck was bitter medicine fo 
his 32,000 fellow MC&S stockholders. 
Slumping badly, MC&S common 
dropped to 934, lowest price since 
pre-Wolfson days in 1944 and less 
than half the price at which it was 
selling last year when Wolfson had 
been assuring them that all was well. 
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THE TAX BEATER 


Oilmen are old hands at 
keeping income tax bills 
down, but none of them can 
beat Texas Pacific’s Gene 
Adair at the game. 


“What's it to us if taxes rise or 
fall? Thanks to our fortune, we 
pay none at all.” 

—CuHartes CHURCHILL, 1750 


One oF the few modern U.S. business- 
men who can happily echo the words 
of the English satirist is Eugene T. 
Adair, president of Fort Worth’s 
smallish Texas Pacific Coal & Oil Co.* 
But it is not lack of good fortune that 
protects Texas Pacific from the long 
arm of the Collector of Internal Reve- 
nue but Adair’s extremely adept ma- 
nipulation of his company’s cash flow. 

Texas Pacific is not, of course, the 
only oil producer which takes shelter 
behind drilling and depletion allow- 
ances. Giant Amerada Petroleum last 
year paid an effective federal tax rate 
of only 0.4% as against the normal 
52%. Big Superior Oil paid only 4%. 
Texas Pacific, however, paid nothing at 
all on its net earnings of $7.2 million. 

Last month, Gene Adair was in 
customary sure-footed form. Texas 
Pacific’s pretax profits for the first 
half of 1960 were up 9% to $4 million 
($1.02 per share). But its tax offsets 
were up exactly the same amount. 
Again TP’s Federal income tax bill 
was zero, putting the company well 
on its way toward completely tax- 
free profits for the third straight year. 

Other Performers. Adair, of course, 
was simply taking advantage of tax 
laws which allow oilmen to treat the 


*Texas Pacific Coal & Oil Co. Traded NYSE 
Recent price 2245. Price range (1960): high, 
293%; low, 2042. Dividend (1959) : $1. Indicated 
1960 payout: $1.20. Earnings per share (1959) : 
aa assets: $78.7 million. Ticker sym- 


DRILLING RIG ON NAVAJO LAND: 
shrewd drilling .. . 
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PAY DIRT 


Texas Pacitic Coal & Oil's crude oil 
production has been remarkably 
stable despite the fact thot “allow- 
able days” in its big Texas fields 
have been slashed 37% in the past 
five years. Reason for the stability: 
one of the industry's highest suc- 
cess ratios in bringing in new oil 
wells, offsetting fewer working 
days by working more wells. 
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cost of drilling new wells as current 
expenses rather than as capital ex- 
penditures. The laws also permit them 
to take an average 27.5 cents in de- 
pletion allowances on every $1 worth 
of crude oil production (on the ground 
that the oil production has depleted 
their assets). 

But if all oilmen have this advan- 
tage, few use it so well as Adair. The 
essence of Adair’s art is his shrewd 
handling of his drilling program and 
an even shrewder gift for prophecy. 
Every year, his goal is the same: to 
let deductible drilling costs eat up 
just the right amount of operating 
profits and then cover the remainder 
through depletion allowances. 

To strike a perfect balance, Adair 
must accurately forecast his sales in 
both barrels and dollars. Then he has 
to forecast his profit margins. Finally, 
he must adjust his drilling program— 
how many wells and where—to fit. 
Too much drilling could push net 
down. Too little drilling could leave 
net higher than the depletion shelter, 
force Adair to pay some tax. 

Dry Holes & Gushers. Not that skill- 
ful tax avoidance is Texas Pacific’s 
only claim to fame. As a profitable 
crude producer it has few peers. Last 
year Texas-Pacific earned profits of 
28 cents on the revenue dollar. That 
was about double much bigger Su- 
perior’s operating margin, nearly tre- 
ble that of slightly smaller Monterey. 

Over the past five years, Texas Pa- 
cific had total sales of $121 million, 
paid $1.7 million in income tax, 


carried $35.8 million down to net—an 
average after-tax profit margin of 
29.6%. Despite hard times in the oil 
industry, moreover, Texas Pacific this 
year is having its best year since 1955 
when it earned a record $8 million 
($2.22 per share). 

One factor in such results is a com- 
pletely debt-free balance sheet; there 
are no interest payments to skim 
from pretax net. More important is 
sheer operating efficiency. Even be- 
fore drilling and depletion deductions, 
Texas Pacific showed a gross operat- 
ing profit (revenues less operating ex- 
penses) of 62% of sales last year, 
compared with 56% for Superior Oil 
and Monterey. 

Causes & Effects. Dry hole or gusher, 
every new hole in the ground gives 
Texas Pacific a tax break. But it 
would be a foolish kind of tax saving 
if the drilling proved unsuccessful. 
Adair’s has been highly successful. 

In Texas, where he gets 75% of his 
crude, “allowable” producing days 
were slashed 20% through June com- 
pared with the first half of 1959. But 
thanks to smart drilling in the months 
before, Adair had more wells to work 
with and his over-all production of 3.7 
million barrels of crude through June 
actually equaled last year’s. 

Thus the delicate chain of cash flow 
and cash disposal remained unbroken. 
Without his new gushers, production 
would have fallen. Lower production 
would have cut his depletion allow- 
ance, probably forcing cutbacks in 
new drilling. “When you come right 
down to it,” drawled Texas-born 
Adair last month, musing over such 
delicate causes & effects, “we are 
walking a tightrope.” 

If the second half of this year goes 
as well as the first, 1960 will mark 
the third straight year of perfect bal- 
ance for Adair: oil reserves going up, 
profits remaining fat, taxes nil. “You 
can’t come out even forever,” he ad- 
mits, “but the only way to grow in 
this business is to try.” 


TEXAS PACIFIC’S ADAIR: 
... and shrewder prophecy 
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RAILROADS 


NEW PLAYER 


The Southern Railway's 

Harry DeButts is the latest 

railroadman to play _ the 
merger game. 


THERE was a surprising new move on 
the railway chessboard last month. 
Hitherto largely a spectator to the in- 
dustry’s merger moves, the Southern 
Railway’s* Harry DeButts suddenly 
got into the game. He announced that 
his prosperous Southern had arranged 
to buy control of the 1,763-mile Cen- 
tral of Georgia Railway Co. 

As its first move to get control of 
the Georgia Central, the Southern 
would buy 71% of its combined com- 
mon and preferred stock from the 
St. Louis-San Francisco, which had 
originally accumulated the stock with 
control in mind. But the ICC was 
miffed because the Frisco had not 
first asked its permission, refused to 
let it vote the stock. So the Frisco 
has no choice but to unload. 

If ICC permission is forthcoming, 
the Southern will pay $22.7 million 
($81.69 a preferred share, $54.29 a 
common share, or roughly Frisco’s 
cost) for the Georgia Central stock. 
It expects to take the money out of its 
own well-stocked corporate treasury, 
which as of May 31 contained a whop- 
ping $62 million in cash. 

Facing the prospect of rougher 
competition from the proposed Sea- 
board Air Line-Atlantic Coast Line 
merger, the Southern could well use 
a tieup with the Georgia Central. The 


*Southern Railway Co. Traded NYSE. Re- 
cent price: 45. Price renee (1960): high, 544,: 
low, 4244. Dividend (1 ): $280. Indicated 
1960 payout: $2.80. Earnings per share (1959) : 
$4.65. Total assets: $831.2 million. Ticker sym- 
bol: SR. 


SOUTHERN’S DEBUTTS: 
$23 million put him in the game 
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on the other hand, has achieved a high level of profits, 
even with half empty planes, because it has been able to 
keep its planes in the air longer than its rivals have. 


Jet First-half 
utilization operating 
in hours income 

daily (or deficit 


Load 


Airline factor 


American 
Braniff 
Capital 


BS hrs. 66% 
6:55 55 
—- 53 


$7,214,000 
283,000 
(4,967,000) 


Continental : 51 
Delta : 61 
Eastern : 55 


2,618,000 
5,255,000 
(3,841,000) 


JETS & PROFITS 


To be profitable, jet planes must carry heavy passenger 
loads. American Airlines has achieved profitable opera- 
tions by keeping its planes relatively F 





ull. Continental, 


Jet First-half 
utilization operating 
in hours income 

daily or deficit 


Load 


Airline factor 


National 
Northeast 
Northwest 


6 hrs. 58% 
4:45 55 
aa 53 


($2,052,000 
(1,077,000 
(235,000 


TWA 64 
United 66 
Western 59 


(154,000 
(2,448,000 
3,285,000 








smaller road's routes interlock with 
the Southern’s at many points. It also 
has a direct line from Macon, Ga. to 
Savannah, and valuable port facilities 
there. 

Assuming that the ICC approves 
the deal (which it is regarded as likely 
to do) DeButts plans to make the 
same offer to the Georgia Central's 
minority stockholders that he is giv- 
ing the Frisco. If he can end up with 
enough shares, DeButts will be in 
a position to consolidate the roads’ 
earnings, ultimately to seek ICC per- 
mission to merge them if he finds 
it advantageous. Said DeButts last 
month: “It’s probable that there will 
be no merger for some time.” But he 
did not close the door altogether, and 
the betting on Wall Street last month 
was that such a merger was only a 
question of time. 


AIRLINES 


FAST 
TURNAROUND 


It can’t fly its planes full, but 

it sure can turn them around 

fast. Thus, Continental Air- 

lines makes the most out of 
the jet age. 


WITH MORE empty seats per flight than 
any other big airline, (his planes fly 
barely half full as against a national 
average of 60%), Robert F. Six of 
Continental Airlines, Inc.* might 
logically be expected to be plagued by 
visions of impending bankruptcy. 
Instead, Continental was one of the 
*Continental Airlines, Inc. Traded Ameri- 
can Stock nee Recent price: 61%. Price 
range (1960): high, 754; low, 5%. Dividend 
a ): none. Indicated 1960 payout: none 


Earnings per share (1959): 93c. Total assets 
$77.6 million. Ticker symbol: CAL 


five domestic trunklines (there are 
12 in all) that operated profitably in 
the lean first half of the year. Con- 
tinental’s operating income climbed 
197% to $2.6 million on revenues that 
rose 65% to $29 million. Better still, 
net income came to $515,000 vs. a 1959 
first-half deficit of $169,000 (exclud- 
ing capital gains). Moreover, said 
Six, 1960 would be Continental’s best 
year, with revenues up 40°% to $60 
million, and net profits of at least $1.7 
million before capital gains. 

The Six Success Formula. How does 
Six extract a profit from half-empty 
planes? Explains he: “By making the 
most of what we have: namely, one 
good route and a handful of jets.” 
The kingpin in Continental's route 
structure is the hop between Chicago 
and Los Angeles. 

A 1,746-mile, well-traveied route, 
it is almost ideal for jets. Ideal be- 
cause it is neither too long nor too 
short. If a route is short, the jets 
spend too much time on the ground; 
too long and they may arrive too late 
to make a return flight the same day 
But Six can fly each 707 three times 
daily between the two cities. 

Since larger jet planes cost $4 mil- 
lion and up, it is vitally important to 
keep them very busy. Six does so 
with a vengeance. In the first half he 
used each of his five Boeing 707 jets 
over ten hours daily vs. a typical 
seven to eight hours at other airlines 
This difference means a saving of as 
much as $400 to $500 in interest, in- 
surance, depreciation and overhead on 
an average 342-hour flight. 

Result: a systemwide breakeven 
load factor of just 45.8%. By contrast, 
an airline operating its jets just. eight 
hours daily would have a breakeven 
load factor of 55% or more. Good 
omen for the second half: each of 
Continental’s jets is flying over 11 
hours a day. 





TRUCKS & TRAILERS 


BLOCK THAT 
FORECAST! 


Even with things going well 
at Fruehauf, President Bill 
Grace should have known 
better than to cross his 
bridge before he came to it. 





Or ALL men, Texas-bred William E. 
Grace, president and chief executive 
officer of Fruehauf Trailer Co.,* 
should be alert to the perils of proph- 
ecy. For it was in large part the gap 
between former president (now 
board chairman) Roy Fruehauf’s 
ebullient forecasts and the sordid 
realities—the most sordid was a $5.4- 
million loss in 1958—that catapulted 
Bill Grace into the driver’s seat at 
Fruehauf a couple of years ago. 

Once there, Grace quickly proved 
that he knew how to drive a curvy 
road (Forses, Nov. 1, 1959). In jig 
time he recast both Fruehauf’s organ- 
ization and its products, slashed the 
company’s bloated inventories from a 
1956 peak of $101.5 million to $58.7 
million by the end of 1959. The re- 
sult, greatly aided by the recovery 
from the 1957-58 recession, was rec- 
ord earnings of nearly $13 million 
last year on near-record sales of 
$249.7 million, up 18.6% from the 
year before. 

Minor Prophet. Yet the atmosphere 
around Fruehauf is apparently so 
conducive to prophecy that Bill Grace 
was soon trying his hand at it. This 
year, he proclaimed a few months 
back, the company should again set 
a profit record. It would, predicted 
he, be produced by a 20% sales gain 
which, in turn, would be generated 
about equally by the anticipated 1960 
growth of the trailer industry and an 
increase in Fruehauf’s traditional 
40% share of the market. 

By last month, it was becoming 
clear that Bill Grace was not much 
better at prophecy than his prede- 
cessor. His prediction was wide of 
the mark. After a fast first-quarter 
start, sales crumbled in the tradi- 
tionally better second quarter, as 
worried truckers decided to run their 
old rigs a little longer. For the half- 
year Fruehauf did show a 15% gain 
over last year’s net. But sales volume 
was up hardly at all—and the worst 
was yet to come. The third quarter 
promised no better sales than the 
second, and would probably show 


*Fruehauf Trailer Co. Traded NYSE. Re- 
cent price: 22%4. Price range (1960): high, 
304%; low, 193g. Dividend (1959): none. Indi- 
cated 1960 payout: $1.20. Earnings per share 
(1959): $1.88. Total assets: $223.8 million. 
Ticker symbol: FTR. 
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FRUEHAUF’S W. E. GRACE: 
the crystal ball was fogged 


some decline in profit. The fourth 
quarter will be lucky to equal the 
first. Thus, Fruehauf, instead of 
scaling new pinnacles, had its hands 
full trying to measure up to last year. 

Bigger Slice. To be sure, the picture 
was far from totally gloomy. For one 
thing, last year was a good one in- 
deed for Fruehauf. By keeping its 
volume steady in a market that the 
company estimates has _ suddenly 
shrunk by some 35%, Fruehauf is, of 
course, increasing its market share. 
The company has also continued to 
find ways of trimming costs. 

Grace, too, has been very careful 
to avoid some of Roy Fruehauf’s 
mistakes. He has kept inventories 
firmly in line this year (they are 
down by some 12% more since year- 
end, to about $52 million). 

Nevertheless, corporate pronounce- 
ments from Fruehauf had taken on 
a new and humbler tone last month. 
In announcing the half-year’s re- 
sults, this was as far as onetime 


“FISHYBACK” OPERATION: © 
still more hope than reality 


soothsayers Bill Grace and Roy Frue- 
hauf were willing to go: “An eco- 
nomical operation that will produce 
satisfied customers and a satisfac- 
tory return on investment continues 
to be our aim.” 


SULFUR 


THE PERILS 
OF GROWING UP 


As the rambunctious young- 

ster of the sulfur business, 

litle Pan American was a 

flashy performer. But now it 

is grown up and the going 
is tougher. 


TIME WAS, not so many years ago, 
when Pan American Sulphur’s* Harry 
Webb could smile at the troubles 
that harassed his bigger competitors, 
Texas “Gulf Sulphur and Freeport 
Sulphur. In fact, Harry Webb him- 
self was one of their biggest prob- 
lems. For while they were already 
immensely profitable U.S. companies 
sitting on the top of the industry, 
little Pan American was just getting 
into production in Mexico, had no- 
where to go but up. 

By cutting prices and _ boldly 
snatching customers away from his 
entrenched competitors, Webb pushed 
Pan American’s sales from $3.4 mil- 
lion in 1955 to $17.9 million last year, 
its earnings from 20c a share to $1.50. 
These were the very years when 
Texas Gulf’s sales dropped from 
$93.6 million to $63.6 million, its earn- 
ings from $3.23 a share to $1.33. 

But competitors had one consola- 
tion. “When you start from noth- 
ing,” remarked one, “anything is an 
increase. Wait until Pan American 
hits its full stride and tries to still 
keep moving up.” 

Depressed Prices. Last month it ap- 
peared as if Pan American’s day of 
reckoning had come. For the first 
half of 1960, Webb announced, Pan 
American’s revenues had dropped by 
3.5%, to $9.9 million, and profits by 
18%, to $1.7 million, or 75c a share. 
It was one of the very few Pan Ameri- 
can reports that had failed to show 
progress since the company went into 
full production in 1956. 

Harry Webb, moreover, was not 
minimizing the seriousness of the de- 
cline. “Sulfur is in a bad situation,” 
admitted he. The trouble was that 
prices were still being cut. Sulfur was 

*Pan American Sulphur Co. Traded NYSE 
Recent price: 14%4. Price range (1960): high, 
1734; low, 13. Dividend (1959): $1 plus stock. 
Indicated 1960 payout: $1. ———— per share 


(1959) : $1.50. Total assets: $25 million. Ticker 
symbol: PAS. 
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selling at a posted price of $23.50 a 
ton, its lowest price in nearly a dec- 
ade. Some producers were cutting 
prices even below that level. Pan 
American (and everybody else) had 
to meet the slashed prices. 

Production & Profits. Webb still hoped 
that Pan American might yet end the 
year with another new record. But 
only by the skin of its teeth. He was 
hoping that increased output would 
make up for lower prices. For all of 
1959, Pan American shipped out 850,- 
000 tons of sulfur from its Mexican 
dome. “We've increased our pro- 
duction year by year,” says Webb, 
“and for 1960 we expect another good 
year. We'll probably ship 900,000 
tons of sulfur.” 

But this year the production in- 
crease might not be enough to turn 
the trick. Profits depend on price, 
and the price of sulfur was deter- 
mined not only by Pan American but 
by Texas Gulf Sulphur and Freeport. 
“I couldn’t say,” notes Webb, “what 
those other two companies are going 
to do.” 

Low Water Level. Harry Webb still 
did have one weapon in his arsenal, 
which made Pan American a small 
but mighty foe in the price war. The 
big cost in sulfur comes from heat- 
ing water, which is pumped under- 
ground to melt the sulfur so that 
it can be forced to the surface. On 
that score Harry Webb was riding 
high. According to industry esti- 
mates, Pan American needs to heat 
only 1,600 gallons of water to produce 
a ton of sulfur. Though a few U.S. 
sulfur domes can match that figure, 
many must use a walloping 3,000 
gallons of water. 

Can Pan American ever again get 
profits climbing at the old rate? The 
chances did not look good last month. 
Webb, however, likes to emphasize 


PAN AMERICAN SULPHUR’S WEBB: 
bigness brings problems 
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that at the rate sulfur consumption 
is gaining, demand will run about 3 
million to 4 million tons behind sup- 
ply in roughly five years. Says he, 
with the air of a man trying to put a 
good face on a trying situation: “We 
have a total capacity of 1.5 million 
tons of sulfur—and we've never hit 
that figure.” Even so, it was obvious 
that Pan American no longer has as 
much room to grow in 


OIL 


THE DRY GUSHER 


Australia’s biggest oil com- 
pany owns neither produc- 
ing oil wells nor refineries. 


One day last month, a tanned, lan- 
tern-jawed Australian named Wil- 
liam “Bill” Gaston Walkley stepped off 
a trans-Pacific boat at Manhattan's 
West Side pier. Though unknown to 
most of the sightseers on the pier, 
Walkley’s name meant automatic red- 
carpet treatment from the top oil 
companies in the city. Reason: in far- 
off Australia, Walkley has built an oil 
empire which does not own so much 
as a single drop of oil. 

Gas and More. What the Ampol 
Petroleum Ltd.* does own, how- 
ever, is 1,875 gasoline stations. If you 
want to sell oil in Australia, Bill Walk- 
ley is a good man to know. His stations 
pump out 12% of Australia’s total 
gasoline. His companies also sell 
diesel fuel and other petroleum prod- 
ucts, own a good-sized tanker fleet. 

After dickering with the Manhat- 
tan oilmen who refine his gasoline, 
Walkley went out to Akron to confer 
with executives from B.F. Goodrich 
Ampol owns 41% of a tire plant 
which Goodrich recently built in 
Melbourne, and the tires currently 
are going on sale at Ampol stations 
all over the continent. Last year his 
stations started selling Ampol Home 
Detergent. “Why not sell deter- 
gents?” he bubbles. “The Australian 
housewife has to go out and get gas 
for her car. She might just as well 
pick up a can of detergent, too.” 

All this pays handsome returns for 
Ampol’s 35,000 stockholders. Over 
the past 10 years, Ampol has in- 
creased its sales by 453%, to $72.9 mil- 
lion, and profits by 966%, to $6.4 mil- 
lion. “During the current fiscal year,” 
says Walkley, “Ampol will show a 14% 
increase in sales.” 


*Ampol Petroleum Ltd. American De- 
ener Receipt. Traded over-the-counter 
ecent price: 10. Price range (1960): high, 
1414; low, 915. Dividend (fiscal 1959) : 38c. In- 
dicated fiscal 1960 payout: 38c. Earnings per 
share (fiscal 1959): 47c. Total assets: $75.5 
million 


iMPOL’S WALKLEY: 
he tilted with giants 


The Laughing Brokers. As an Aus- 
tralian magnate, Walkley had a late 
start. In 1936, at the age of 41, he 
threw up his partnership in a New 
Zealand accounting firm, and set out 
for Australia with $180,000 of his 
own and friends’ money. Australian 
brokers laughed when he tried per- 
suading them to float stock in a gas 
station company, predicted he would 
go broke competing against 
giants as Caltex and Shell 
terred, Bill Walkley 
from door to door. 

Then he launched a _ three-ring 
promotional service that made Ampol 
the ninth biggest company in Aus- 
tralia. The world’s biggest fishing 
competition, Ampol-sponsored 
and football tournaments, even a 
kind of Australian Pulitzer Prize 
for journalism—all made Australians 
Ampol-conscious. Only one station 
failed: “They made Kings Cross in 
Sydney into a one-way 
we put in the station,” he 
“and we were on the wrong 

The Oil Hunt. As if all that were not 
enough, Walkley also set off the cur- 
rent Australian oil rush by forming 
an exploration company and by bring- 
ing in California Standard, Texaco 
and Royal Dutch/Shell+ as partners 

The only thing that doesn’t inter- 
est Walkiey is building 
“Why should we build refineries?” 
says he. “If we built refineries, we 
should have to go out and sell their 
products and that would be hard 
work.” Far better, Walkley feels to 
stay Australia’s biggest independent 
oil salesman and leave the costly re- 
fining to others. 


such 
Unde- 


sold his stock 


golf 


street afte 


explains, 
side “ 


refineries 


‘So far without success. Australia still is 
the only continent in the world without 
proven deposits of oil. Walkley, however 
notes that less than 400 wells have been 
drilled in Australia, vs. the 3,000 it took to 
find commercial deposits in Canada's prov- 
ince of Alberta 
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TRANSPORT ATION 


THE UNWAYWARD 
BUS 


Who really makes money 
carrying passengers? Not 
the airlines, and certainly 
not the railroads—it’s un- 
prestigious Greyhound Corp. 





THERE is not much prestige to the bus 
business, but there is profit. That was 
clear last month to anyone who looked 
over the earnings of the nation’s ma- 
jor passenger carriers. Collectively, 
the 12 domestic trunk airlines wound 
up 1960's first half wallowing in $5.1 
million worth of red ink. The nation’s 
Class I railroads lost an estimated 
$250 million on passenger travel. 
Yet The Greyhound Corp.,* the U.S.’ 
biggest bus operator, was bowling 
along at a surprisingly profitable clip. 
On operating revenues up only slight- 
ly to $146.9 million, it earned a tidy 
$6.9 million. 

Lowly Profits. In short, perhaps no- 
body goes bus-riding for its snob ap- 
peal, but as a passenger carrier it 
does have a money appeal. Last year 
Greyhound earned a 17.4% return on 
investors’ equity, compared to Ameri- 
can Airlines’ 13%, and a mere 8.7% 
for the nation’s most profitable rail- 
road, the Norfolk & Western. 

The man in the driver’s seat at 
Greyhound these days is Frederick W. 
Ackerman, a longtime Greyhound 
man who came up through the ranks 
in operating jobs. Last year, his 5,383- 

"The Greyhound Corporation. Traded 
NYSE. Recent price: 23%. ice range (1960) : 
high, 237%; low, 20. Dividend (1959): $1 plus 
stock. Indicated mys pet $1 plus stock. 


Earnings per share (1 ): $1.80. aoe assets: 
$244.6 million. Ticker symbol: 


SCENICRUISER GREYHOUND 
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OUT FRONT 


When it comes to earning a profit 
on the equity dollar no other leading 
transportation company can match 
Greyhound. Here is how Greyhound 
stacks up against other highly suc- 
cessful transportation outfits in basic 
profitability. 





Greyhound 





Assoc. 
Transpert & Western 





bus fleet earned $21.4 million, some 
52% more than in 1958, and thereby 
topped its 1954 peak profit by some 
$7. million. Currently, though, Acker- 
man is less than satisfied with Grey- 
hound’s recent operating ratio (i.e., 
operating expenses as a percentage of 
revenues). In 1960's first half it was 
running at 90.2%, up from 88.5% in 
the same months of 1959. “With a 
good second half,” says he, “I hope to 
bring that figure back down to its 
over-all 1959 level.” If so, it would 
fall to 85%, equaling the best show- 
ing Greyhound had made in a decade. 

Well Heeled. It’s no secret that 
Greyhound had gotten into trouble 
under Ackerman’s ambitious prede- 
cessor Arthur Genet. Spending had 
ballooned and debt had soared, partly 
as a result of a misguided venture into 
auto rentals. Reversing things, Ack- 


a comfortable ride for stockholders 


erman has hacked Greyhound’s debt, 
which stood at a whopping $113 mil- 
lion when he took over in 1958, to 
$63 million by last year’s end. By 
December he expects to have it down 
to an easily manageable $30 million 
total. 

He and his directors have mean- 
while been applying the same fiscal 
virtues to their equipment obligations. 
For the second straight year, they 
voted to prepay $8.5 million in equip- 
ment obligations not due until 1961. 
They also called Greyhound’s 5% pre- 
ferred stock, thus eliminating $56,810 
in preferred dividend charges. Says 
Ackerman with a grin: “We're pretty 
well fixed now for cash and working 
capital.” 


MINING 


WHO’S CHEERING? 


Newmont Mining brought out 

an excellent first half report, 

but neither the company nor 

Wall Street did much cheer- 
ing. 


From THE Park Avenue headquarters 
of his far-flung oil and mineral hold- 
ing company, Newmont Mining Cor- 
poration,* President Plato Malozemoff 
recently issued a first half report 
that would have had most company 
bosses pointing with pride. Earnings 
had jumped 28.3% from 1959’s $5.28 
million to $6.78 million. Following on 
the heels of a 20% dividend increase in 
late 1959, this all added up to just the 
sort of news that stockholders like to 
hear about. 

There’s the Rub. Malozemoff, how- 
ever, was doing no glowing. The 
greatest single source of Newmont’s 
earnings increase was the company’s 
57% share in South Africa’s- O’okiep 
Copper Co., which along with the fab- 
ulously rich Tsumeb Corp. in South 
West Africa (copper, lead, zinc), con- 
tributed a top-heavy 52.6% of New- 
mont’s total income. 

But Newmont’s African interests 
could turn out to be its Achilles heel, 
if law and order breaks down in 
southern Africa. 

Though they represent only a mod- 
est 20.7% of the market value of New- 
mont’s varied interests, O’okiep and 
Tsumeb are by far the fattest and 
sleekest holdings in Newmont’s cor- 
porate chest. O’okiep, which New- 
mont picked up at the bargain counter 


*Newmont Mining Corp. Traded NYSE. 
Recent price: 63. Price range (1960): high, 
79%; low, 59. Dividend (1959): $2.10. Indi- 
cated 1960 sabe. Tei $2.40. Earnings per share 
(1959) : Total assets: $101.4 million. 
Ticker aputbads NEM 
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in 1940 for just over $1 million, has 
since yielded well over $40 million in 
payments to Newmont; and 28.5%- 
owned Tsumeb Corp., in which New- 
mont invested a modest $600,000 in 
1949, has already remitted close to 
$30 million in dividends and manage- 
ment fees. 

Recently Newmont has built its oil 
and gas holdings to 42% of its total 
assets. But most newer ventures, 
though thriving, aren’t paying out 
much in dividends yet. Newmont’s 
major oil venture, it’s wholly-owned, 
$43-million Newmont Oil Co., with 
concessions in the booming Sahara oil 
fields, so far has recently reported 
only losses. 

So Newmont has continued to lean 
heavily on its African investments. 
Newmont has been riding high in cop- 
per, lead and zinc. Copper prices, firm 
even in the face of threatened over- 
supply, have kept Newmont’s south- 
ern African dividends gushing at a 
high rate. 

But if Malozemoff was not doing 
much bragging about all this success, 
neither was Wall Street celebrating 
Newmont’s apparent good fortune. 
Obviously concerned about deterior- 
ating conditions in Africa, investors 
had dropped the price of Newmont 
stock to the 60s, less than half its 1958 
high and the lowest price since way 
back in 1954. 


NATURAL GAS 


DELAYED PAYOFF 


Somewhat behind schedule, 

Texas Eastern’s product 

pipeline is at last beginning 
to pay off. 


Trme had told on the famed Little 
Big Inch pipeline, built in World 
War II to carry oil products to the 
industrial Midwest, and later con- 
verted to natural gas. Only 20 inches 
in diameter, it had been bypassed in 
efficiency by modern 30- and 36-inch 
pipelines. 

Tough Decision. So a few years ago 
President Orville S. Carpenter of 
Texas Eastern Transmission Corp.“ 
made a logical decision: to reconvert 
the Little Big Inch to transport pe- 
troleum products between the oil- 
rich Gulf Coast and oil-thirsty Chi- 
cago. There was just one hitch: 
signing up the customers needed to 
keep the line full. As it happened, 
just when Carpenter converted the 





*Texas Eastern Transmission Corp. 
over-the-counter. Recent price: 14. Price 
range (1960): high, 31; low, 20. Dividend 
(1953): $1.40. Indicated 1960 payout: $1.40. 
Earnings per share (1959): $2.02. Total as- 
sets: $1,047.5 million. 
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ORIGIN POINT OF LITTLE BIG INCH LINE: 


pipeline, oil consumption dropped off 
sharply. Oilmen were understand- 
ably reluctant to try the new line, 
and Texas Eastern’s earnings showed 
it. From $2.52 per share in 1957, they 
dropped in succeeding years to $2.34 
and $2.02. Says Orville Carpenter 
frankly: “We've had a mighty rough 
time of it.” 

But by last month it was clear that 
Carpenter’s decision had at last found 
justification. In this year’s first half, 
volume through the Little Big Inch 
swelled 62%. Only recently Phillips 
Petroleum completed a new terminal 
on the line to ship its products north- 
ward, and two other oil companies 
are building similar terminals. In 
Carpenter’s eyes, the big turnabout 
has at last come. “The big pipelines,” 
he explains, “don’t fill up fast. It 


TEXAS EASTERN’S CARPENTER: 
“next year will be even better” 


it takes time to line up customers 


takes several months to 
new shippers. We are getting 
an across-the-board increase—more 
people using the line, and an increase 
in their volume of business.” 

More to Come? What's more, still 
other oilmen were getting interested 
in the line. “We’re getting new ship- 
pers all the time,” notes Carpenter 
Adds he: “This year is going to be 
better, and next year will be 
better.” 

Meanwhile Carpenter has 
on another front: an increase in the 
selling price of Texas Eastern’s gas 
(which, however, is subject to re- 
fund). Says Carpenter, noting the 
7.3% rise in his second-quarter oper- 
ating revenues to $77.6 million: “A 
good portion of our increased reve- 
nues are attributable to higher rates 
for natural gas.” 

Logical Consequences. But there is 
still another way that Carpenter has 
found to boost his revenues. Cur- 
rently Texas Eastern is getting ready 
to build another line which will tie 
its Little Big Inch line in with the 
products pipeline system of the 
Buckeye Pipe Line Co. That way, 
the Texas Eastern line will be able 
to hit new markets in the Ohio- 
Michigan area and attract still more 
customers. 

The real proof that Carpenter’s 
Little Big Inch decision is paying off 
at last is the recent course of Texas 
Eastern’s profits. In the second quar- 
ter, they rose 31.4% to $7.1 million, or 
61c a share. Is Carpenter relieved 
that his decision is at last panning 
out after two years of declining earn- 
ings? “We knew it would,” says he. 
“But you can’t use your crystal ball 
until something like this actually 
starts to happen.” 


sign up 
now 


even 


scored 





RAILROADS 


HOW DO YOU RATE A RAILROAD? 


That’s a question that must be answered before proposed rail 
mergers can be consummated. Here, in simple form, are 
some of the key measures that railroadmen themselves use. 


Last month in a dozen or more board- 
rooms across the nation, railroad ex- 
ecutives were huddling in shirtsleeve 
sessions to talk merger as a possible 
way out of the problems that are 
gradually crushing the industry. By 
way of preparation they all had done 
a mountain of homework. Literally 
hundreds of accountants and statis- 
ticians had spent months working to 
determine the relative worth of such 
prospective partners as Great North- 
ern and Northern Pacific; Atlantic 
Coast Line and Seaboard Air Line; 
and Norfolk & Western and the Nickel 
Plate. 

There were no quick answers. As 
railmen well know, the usual yard- 
sticks simply do not apply. Net worth, 
or book value, is meaningless in an 
industry whose plant and property 
may have little or no value in liquida- 
tion—and whose carrying cost is often 
an historical accident of long-ago re- 
organizations or consolidations. Earn- 
ings then? Which earnings? The de- 
pressed figures of 1958 and 1959? 
Or the peak figures of 1955, the indus- 
try’s best year in a decade? 

How, then, do you rate a railroad? 
How can an investor determine what 
a given railroad security might be 
worth in a merger? How do railway 
men themselves rate the growth and 
earning power of their roads? 

By and large they do so by mulling 
over a wide variety of statistics. On 
these pages, Forses’ statisticians have 
assembled some of the more basic 
figures which railroadmen must con- 
sider in their merger talks. 


Broadest Measure. First and fore- 
most, of course, is operating efficiency. 
Its best measuring rod: the operating 
ratio (see table, “The Critical Ratio”). 

A railwayman, of course, will not 
ignore the other important ratios of 
performance: the transportation ratio 
(percentage of revenues consumed by 
the actual cost of moving trains) and 
the maintenance ratio (percentage 
spent to maintain the property and 
equipment). But he knows that both 
these figures, plus such important 
“overhead” items as terminal costs and 
administrative expenses, are reflected 
in the single figure for the operating 
ratio. 

That figure expresses the percentage 
of operating revenues consumed by 
total operating costs, thus measures 
management’s ability to control its 
expenses. The lower the percentage, 
the higher the road’s efficiency. The 
higher the percentage, the lower its 
efficiency. 

Most efficient among the top 20 
rails: the Norfolk & Western, with an 
operating ratio of just 61.6%. Least 
efficient: the Chicago & North West- 
ern, with 85.7% of its revenues going 
to cover operating costs, overhead and 
maintenance. 

But sheer operating efficiency is not 
the only consideration. Also important 
is stability of earning power. The 
table entitled “Sensitivity” covers 
three measures of stability. Railroads 
as a group are an extremely sensitive 
barometer of the nation’s business 
health—but some roads are much 
more sensitive than others. 


FREIGHT TRAIN HIGHBALLING THROUGH COLORADO ROCKIES: 
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——THE CRITICAL RATIO——., 


How efficient is a given railroad in 
producing profits? In the last 
analysis the answer depends on its 
operating ratio—the percentage 
of revenues eaten up by operating 
costs, overhead and maintenance 
expenses. The /ower the ratio, the 
higher the efficiency. Conversely, 
a high ratio means st efficiency. 
Here is how the nation’s leading 
railroads rank on this fundamental 
measure of profitability: 


OUTSTANDING 


Norfolk & Western 
Southern 


ABOVE AVERAGE 
Nickel Plate 
Union Pacific 
Chesapeake & Ohio 


AVERAGE 
Santo Fe 
Seaboard Air Line 
Missouri Pacific 
Greot Northern 
Southern Pacific 
Ilinois Central 
Rock Island 
Louisville & Nashville 
Northern Pacific 


BELOW AVERAGE 
Atlantic Coast Line 
Baltimore & Ohio 
Pennsylvania 
Milwaukee 


EXTREMELY LOW 


New York Central 
Chicago & North Western 











One factor which makes for insta- 
bility of earnings is a heavy debt load. 
Railroading carries the heaviest debt 
load per dollar of revenue of any 
major industry. Fixed charges on its 
debt cost the Pennsylvania alone 
$43.9 million last year, the New York 
Central $42 million. Their respective 
net profits came to just $7.3 million 
and $8.4 million. 


a railroad’s fiscal roadbed is seldom smooth 
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Such heavy debt means a high de- 
gree of “leverage” on earnings. In 
good years, a leveraged road wil! 
cover its fixed charges with ease, still 
show substantial net for its common 
shareholders. But in a poor year, 
even a moderate decline in operating 
earnings can wipe out most of the net 
profit. 

This has often happened to the N.Y. 
Central, for example, whose 43.5% 
debt-to-equity ratio was largely re- 
sponsible for the wide swings in earn- 
ings: $1.42 a share in 1954; $8.03 in 
1955; 62c in 1958. By contrast, the 
lightly leveraged Santa Fe showed re- 
markable stability with earnings of 
$2.47, $2.94, and $2.51 a share in those 
same three years. 


High leverage is normally consid- 
ered a sign of financial weakness and 
instability. But it is also, on the ob- 
verse side of the coin, a measure of a 
road’s potential for improvement. That 
is why the enthusiasm of sophisticated 
Wall Streeters for railroad stocks 
tends to be concentrated in the highly 
leveraged group. Such a road’s lev- 
eraged potential may lead a more 
financially solid road to bid higher for 
its assets than the mere record of 
earnings would suggest. 

Reverse Leverage. Passenger losses 
are also a factor in stability—or rather 
instability. For they are a drain on 
the profitable freight side of the busi- 


COACH PASSENGERS: 
they’re the biggest headache 


ness. All railroads lose money on 
their passengers, but the actual im- 
pact on freight-hauling profits varies 
widely. The difference between Nor- 
folk & Western's 12° passenger loss 
and the Chicago & North Western's 
81%. loss can easily make the dif- 
ference between only a mild decline 
and red ink in a poor year. 

It is the percentage of freight profits 
consumed, not the absolute loss in 
dollars, which determines a line’s 
ability to withstand passenger losses. 





DEBT TO 
CAPITAL STRUCTURE 


Union Pacific 
Santa Fe 


11.6% 
13.7 


SLIGHT LEVERAGE 
22.8 
29.1 
29.7 
30.2 
30.2 
31.4 


Norfolk & Western 
Great Northern 
Southern 

Northern Pacific 
Pennsylvania 

Wl. Central 


Southern 


MEDIUM LEVERAGE 
32.4 
33.3 
33.6 
34.4 
37.3 
38.2 


Seaboord Air 
Atlantic Coast 
Southern Pac. 
Rock Island 

Ches. & Ohio 
Balt. & Ohio 


HIGH LEVERAGE 
41.5 
42.7 
43.5 
44.7 
45.1 
69.2 


Nickel Plate 

Chi. & NW 

New York Central 
lovis & Nashville 
Milwaukee 
Missouri Pac. 





FREIGHT REVENUES 


Pennsylvania 
Seaboard Air 
Rock Island 


Norf. & Western 
il, Central 


Southern Pac. 
Ches. & Ohio 
New York Central 
Chi. & NW 

Gt. Northern 
Nickel Plate 


Atlantic Coast 
Balt. & Ohio 
Milwaukee 

Lovis & Nashville 
Northern Pac. 
Missouri Pac. 


Take Atlantic Coast Line, for exam- 
ple. Its $8.9-million passenger loss 
last year was third smallest among 
Forses’ 20 railroads; yet those losses 
ate up almost 50% of its freight 
profits. By contrast, Missouri Pacific’s 
passenger loss was almost twice as 
great, but drained off only one-third 
of its freight operating profits. 

Trendlines. Efficiency and stability 
aside, there is the matter of trend. 
Where are the figures going, in other 
words? Are revenues growing? Or 
going downhill? Where have the earn- 
ings been going for the past decade? 
Is operating efficiency improving or 
dwindling? 

Even for the best of Forses’ top 20, 
the revenue picture is a comparative- 
ly gloomy one. Not one has matched 
the economy’s 91% gain in Gross Na- 
tional Product since 1947-49. Four of 
them (Milwaukee, C&NW, Pennsyl- 
vania, and New York Central) have 
either remained absolutely static or 
suffered a slight revenue decline over 
that period. 

The trend toward efficiency has 
been hardly more encouraging. True, 
13 of the 20 have improved their oper- 
ating ratios over the decade; but, ex- 
cept for the top five (N&W, Southern, 
C&O, Atlantic Coast Line and Sea- 
board Air Line), the improvement has 
not been great enough to show up in 
earnings. 





SENSITIVITY 


Railroading is more sensitive to economic changes than most businesses. But 
the earnings of some roads are far more sensitive than others. Here is how 
the big roads stand in the ratios that measure their economic sensitivity: 


TO DEBT 


VIRTUALLY NO LEVERAGE 


Union Pacific 
Santa Fe 


Nickel Plate 
Ches. & Ohio 


Southern 
Missouri Pac. 
Seaboard Air 
Santa Fe 


Lovis & Nashvi'le 
Baltimore & Ohio 


ll. Central 

Southern Pacific 
Great Northern 
Atlantic Coast 


0.89 
0.88 
0.88 
0.87 
0.86 
0.81 


New York Central 


Union Pacific 
Northern Pacific 
Pennsylvania 
Milwaukee 

Rock Island 


0.77 
0.76 
0.73 
0.64 
0.54* 


0.43 Chicago & NW 


*Less leverage than is apparent, becouse of large non-rail income which more than covers debt requirements. 


1959 PASSENGER 
DEFICIT (MILLIONS) CONSUMED BY PASSENGER DEF. 


Norfolk & Western 


FREIGHT NET 


OUTSTANDING 
$7.3 
2.4 
18 


ABOVE AVERAGE 
15.6 
16.6 
10.0 
36.6 


AVERAGE 
13.0 
20.8 
15.5 
37.2 
20.8 

8.9 


BELOW AVERAGE 
24.8 
42.8 
16.7 
37.7 
20.1 
18.2 


WELL BELOW AVERAGE 
13.5 


12.0% 
12.6 
17.7 


28.2 
33.2 
34.3 
38.0 


40.6 
42.6 
45.1 
44.6 
46.3 
48.3 


51.2 
53.4 
53.5 
55.7 
59.6 
60.6 


81.2 











Because discouraging revenue and 
efficiency trends were the rule, the 
really spectacular gains of the past 
decade (notably by the B&O, South- 
ern) were. achieved principally 
through skilful financial reorganiza- 
tion which lowered the burden of 
fixed charges. Of the rest, only six 
have seen their earnings even keep 
pace with their revenue gains. This 
record has not been lost on Wall 
Street, where rail stocks, once the 
bluest of blue chips, now are lucky 
to command a price ten times earn- 
ings. 

Not by Statistics Alone. All of which, 
of course, is one reason why the proud 
and independent railroadmen have 
condescended to talk merger at all. 
For more than one famous road, it is 
the only real alternative to eventual 
insolvency. 

In arriving at merger terms, of 
course, a good deal more than statistics 
must be considered. A case in point 
is the spirited bidding between the 
C&O and N.Y. Central over the B&O. 
In this case, the B&O is important 
enough to command a higher price 
than the mere relative statistics of 
trend and profitability might justify. 

But in determining the fair value 
of any railroad property, the three 
basic: factors of operating efficiency, 
stability, and trend cannot be ignored. 
Nor will they be in any merger bar- 
gaining that takes place. 


AIRCRAFT 


PERVERSE 
REACTION 


The market last month put 
a good face on Lockheed’s 
bad news. 


One of the stock market's favorite 
maxims (“Never sell on bad news”) 
came through with flying colors last 
month. Into Manhattan with a 
briefcase full of bad news winged 
Lockheed Aircraft’s Chairman Rob- 
ert E. Gross. The urbane aircraft 
builder confessed to some of the worst 
figures the Street had heard in many 
a moon: Lockheed had suffered a $55.4 
million ($7.64 a share) loss in 1960's 
first half, perhaps the worst six- 
months’ showing made in recent years 
by a U.S. corporation. 

But instead of buckling under the 
weight of the bad news, LK common 
did exactly what the traditional rule 
book said it would. It rose from 2154 
to 27% on heavy volume. 

insurance Against the Worst. True, 
Gross had sugar-coated his pill. In 
writing off $31 million on the JetStar 
transport (“The Air Force led us 
down the garden path”) and another 
$24.5 million for modifying and test- 
ing the trouble-plagued Electra, 





REVENUE GROWTH, 


OUTSTANDING 
Nickel Plate 
Norfolk & Western 


ABOVE AVERAGE 


29.2 
29.2 
25.2 
25.1 
22.7 
20.8 


50.0% 
48.7 


Santa Fe 
Seaboord Air 
Southern Pacific 
Union Pacific 
Great Northern 
Atlantic Coast 


AVERAGE 
Northern Pacific 
Rock Island 
Chesapecke & Ohio 
Southern 


BELOW AVERAGE 


7.6 
6.7 
6.1 
2.3 


Missouri Pacific 
Iinois Central 
Baltimore & Ohio 
Louisville & Nashville 


WELL BELOW AVERAGE 


0.0 
0.0 
—3.2 
—5.3 


Milwaukee 

Chicago & North Western 
Pennsylvania 

New York Central 





1959 VS. 1947-49 


UPHILL OR DOWN? 


argued he, Lockheed was insuring 
itself against the worst that could 
happen to these two programs. 

“We asked ourselves,” explained 
Gross, “why not put it all down the 
drain now?” As a result of putting it 
all down in one acutely painful swal- 
low, claimed Gross, Lockheed has 
been operating profitably since the 
end of June, expects to show profits 
of $9 million to $10 million in the sec- 
ond half and $30 million over a period 
of the next 18 months. An added $30 
million in cash, he said, should be 
generated by tax-loss credits over that 
period. 

“We have written off,” said ‘he, 
“not only our past development and 
excess production costs on these pro- 
grams, but all our future ones as 
well.” Gross then went on to report 
that there was a new $77-million mili- 
tary contract in the offing and that 
Lockheed’s Missiles and Space division 
was flourishing. “It employs,” said he, 
“about 22,000 people and will do more 
than $600 million worth of business 
this year.” 

The Unanswered Question. Still un- 
answered, however, was one of the 
biggest questions of all: with its 
manned aircraft programs fast run- 
ning out, where would Lockheed, 
which is currently geared to an annual 
output in excess of $1 billion, find 
enough volume to absorb its huge 
overhead? 





Sheer efficiency aside, the next most important question regarding a railroad is: Where is it 
trending? The figures below line up the big carriers on three major measurements of trend. 


GROWTH IN 
SHARE EARNINGS 
SINCE 1947-49 


OUTSTANDING 
Baltimore & Ohio 
Southern 
Seaboard Air 


689% 
166 
105 


ABOVE AVERAGE 


Northern Pacific 85 
Atlantic Coast 66 
Southern Pacific 60 
Norfolk & Western 48 
Chesapeake & Ohio 47 
Chicago & NW = (deficit in 1947-49) 
Milwaukee =, . - 
Missouri Pacific 


AVERAGE 


Santa Fe 
Nickel Plate 
Great Northern 
Union Pacific 


WELL BELOW AVERAGE 
New York Central nia 
Louis & Nashville —18 
il. Central —20 
Rock Island —43 
Pennsylvania —65 


CHANGE IN OPERATING RATIO, 
1957-59 VS. 1947-49 
OUTSTANDING 

—6.3 points 

—5.9 

—48 


Southern 
Norfolk & Western 
Chesapeake & Ohio 

ABOVE AVERAGE 
Atlantic Coast Line 
Seaboard Air Line 


AVERAGE 


—3.9 
—3.3 


—19 
—17 
—16 
—1.4 
—13 
—1.0 
—0.7 
—0.5 


BELOW AVERAGE 
Nickel Plate 
Northern Pacific 
Great Northern 
Santa Fe 


WELL BELOW AVERAGE 

+2.3 
+2.9 
+-4.2 


Union Pacific 
Pennsylvania 

Baltimore & Ohio 
Chicago & North Western 
New York Central 
Missouri Pacific 

Louisville & Nashville 
Milwaukee 


Illinois Central 
Southern Pacific 
Rock Island 
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1CBM NOSE CONE ON AVCO PRODUCTION LINE. 


BLASTING NEW MATERIALS TO MAKE MISSILE 
NOSE CONES. 7 he first CBM nose cone ever to be recovered 
after flight was protected by a new, high-temperature material 
lts name: Avcoite. /ts construction: specially reinforced ceramic 
Avcoite was the first of a family of new materials developed 
by Avco's Research and Advanced Development Division. Newest 
addition to this materials family is Avcoat, a plastic heat-shield 
now unaergoing tests simulating space and re-entry conditions. 


AVCO CORPORATION, 750 THIRD AVENUE, NEW YORK 17, NEW om fla VCO 


UNUSUAL CAREER OPPORTUNITIES FOR QUALIFIED SCIENTISTS AND ENGINEERS ...WRITE AVCO TODAY. 











This mark identifies modern, dependable steel. _ 
Look for it on consumer products — 


A 


The world’s biggest 
radio telescope 


This is an artist’s concept of the world’s biggest radio telescope. This giant 
telescope will use radio waves to locate objects that are billions of light years 
out in space. The dish-shaped mirror will be 600 feet in diameter—about the 
size of Yankee Stadium. It will be the biggest movable radio telescope the world 
has ever known. 

As you'd imagine, it is going to take a lot of material to build an instrument 
this size. The American Bridge Division of United States Steel, as a major 
subcontractor, is fabricating and erecting 20,000 tons of structural steel for the 
framework alone. The U.S. Navy, through the prime contractor, is supervising 
the entire job. When it’s completed, there’ll be a power plant, office buildings 
and personnel facilities for a permanent 500-man crew. The site is near Sugar 
Grove, West Virginia. 

United States Steel produces many materials that are essential for construc- 
tion: structural carbon steel; high strength steels; alloy steels; stainless steels; 
steel piling; steel drainage products; cements; slag; reinforcing bars; welded 
wire fabric; wire rope; steel fence; electrical cable; and other allied products. 

The most important building projects in our nation depend on steel. 


USS is a registered trademark 
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M to Shareholders of UNITED GAS CORP. from D. 
emo 


RESEARCH...KEY TO MANY UGC OPERATING PROBLEMS 


PROBLEM: Simplify recording of gas meter readings; 
expedite calculation of statements; save money. The 
problem exists in every gas company, electric com- 
pany or water system. 


SOLUTION: United Gas researchers develop tape re- 
cording device that eliminates old-fashioned routs 
books, prepares tape ready for electronic computer. 


UGC INSTRUMENTS, a new division of United Gas Corpo- 
ration, has developed and is now marketing numerous 
electronic and mechanical 


aids for the gas and oil UNITED 


industry -each being the SERVING THE GULF SOUTH 
solution to a specific i A & 
operating problem. CORPORATION Headquarters, Shreveport, La. 
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NON-FERROUS METALS 


SITTING PRETTY 


If zine prices stay high, 

Cominco will be _ sitting 

pretty. But even if they 

drop, the world’s most effi- 

cient producer will continue 
to do all right. 





Back in the early 1950s, when base 
metal prices were high and Canadian 
stocks immensely popular, Consoli- 
dated Mining & Smelting of Canada* 
was one of the darlings of Wall 
Street. So much so that it ran up from 
15% in 1950 to 38 the following year 
—and some of the market’s enthusi- 
asm spilled over to the stock of 
Canadian Pacific, which owns 51% 
of Cominco’s 16.4 million shares. 

But in the years that followed, lead 
dropped from 19 cents a pound to llc 
and zinc from 19.5¢ to 9c. Cominco 
common came down with other lead 
and zinc stocks. But while many com- 
petitors saw their profits dwindle to a 
trickle, Cominco continued to mine 
smaller but still respectable profits 
from its huge and highly efficient Sul- 
livan Mine at Kimberly, British Co- 
lumbia. Even in last year’s depressed 
metal markets, it earned a respectable 
10% on stockholders’ equity, produced 
an operating profit margin of 30% (as 
compared with just 10.2% for such 
big U.S. competitors as St. Joseph 
Lead and 7.9% for American Zinc, 
Lead & Smelting). 

Comeback. Last month, with zinc 
at its best level since 1957 (13c a 
pound), Cominco was booming again. 
President William S. Kirkpatrick 
reported the Western Hemisphere’s 
biggest lead and zinc miner earned 
8lc a share in the first half—a whop- 
ping 55% over last year’s showing. 

Whether Cominco could keep up 
its first half pace depended, of course, 
largely on the stability of lead and 
zine prices. But even if they should 
weaken a bit, past performance 
seems to guarantee that Cominco 
would still do well. “I'd say,” declares 
Kirkpatrick happily, “that prospects 
are excellent for prices to remain 
strong for the rest of 1960 at least.” 

But, as Kirkpatrick is well aware, 
the chances of equaling the profits of 
the .early Fifties were very dim 
(Cominco netted $3.10 in 1951). 
“We'll never get back to the good old 
days of peak prices,’ concedes he 
sadly. Partly for this reason, Comin- 

*Consol. Min. & Smelt. of Canada, Ltd. 
(The). Traded American Stock Exchange. 
Recent price: 2014. Price range (1960): high, 
20%; low, 17%. Dividend (1959): 80c. Indi- 
cated 1960 pre: 90c. Earnings per share 


(1959): $1. Total assets: $187.2 million 
Ticker symbol: CLT 
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AIRVIEW OF SULLIVAN MINE AT KIMBERLEY: 


co is getting into the steel business. 

To utilize the huge dump of metal 
tailings which has accumulated 
around the Sullivan Mine, Kirk- 
patrick is building Western Canada’s 
biggest iron and steel plant. When 
finished, the $20-million, 100,000-ton 
steel plant will be able to draw on 
the estimated 15-million tons of re- 
coverable iron ore which has piled 
up in 40 years of mining. 

With markets close at hand, and a 
plentiful supply of low-cost iron ore 
right in his backyard, Kirkpatrick 
has few doubts about the steel mill’s 
ultimate success. Add to it enough 
low-cost lead and zinc reserves to last 
20 years at the current rate of pro- 
duction, and Kirkpatrick is convinced 
he is as close to beating the ups and 
downs of non-ferrous metals prices 
as anyone in the business. 


CONSOLIDATED’S KIRKPATRICK: 
another iron in the fire 


no other mine can match it 


STEEL 


WHERE 7+2=7.5 


When an outfit like National 

Steel expands these days, 

there is less to it—in terms 

of over-all capacity—than 
meets the eye. 


Ir must have seemed strange news to 
stockholders. Nearly half of the na- 
tion’s steelmaking capacity lay idle 
for lack of orders. Yet there was 
Thomas E. Millsop, president of Na- 
tional Steel Corp.,* cheerfully an- 
nouncing plans to build 2 million tons 
of new ingot capacity at a cost of $30 
million. After all, National already 
has 7 million tons of capacity and is 
just completing a $300-million mod- 
ernization program. 

Actually it all made good sense. For 
instead of winding up with 9 million 
tons of capacity, Millsop carefully ex- 
plained, the new program will really 
add only half a million tons net to 
National’s total capacity, fifth largest 
in the nation. While by 1962 his new 
highly efficient basic oxygen furnaces 
will add 2 million tons to capacity at 
his Great Lakes Steel division, Mill- 
sop plans to shut down 1.5 million 
tons of capacity right next door at 
Shop No. 2, in the form of aging, less 
competitive conventional open-hearth 
furnaces there. “Basically,” said he, 
“this is part of an over-all cost- 
reducing, product-improving 
gram.” 

More for Less. Millsop’s basic oxygen 


pro- 


National Steel Corp. Traded NYSE. Re- 
cent price: 774%. Price range (1960): high 
9814; low, 70. Dividend (1959): $3. Indicated 
1960 payout: $3. Earnings per share (1959) 
$7.28. Total assets: $842.8 million. Ticker sym- 
bol: NS 
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furnaces promise some eyecatching 
advantages. National’s will be the 
largest of their kind ever built, de- 
signed to turn out 250-ton heats of 
steel in less than an hour, compared 
with eight hours or more in conven- 
tional open hearths, and do it more 
cheaply. Already in operation at 
Jones & Laughlin and Kaiser, among 
other places, basic oxygen furnaces 
require a capital investment of only 
about $15 per ton of rated annual 
capacity, compared with $35 per ton 
in conventional open hearths. 

Millsop expects another dividend. 
“That 500,000-ton increase, while sec- 
ondary, will still be highly valuable 
to us,” says he. New facilities in De- 
troit and new mills in the rich and 
stable Chicago market sooner or later 
will mean a need for more ingots. 
Though he is shutting down his aging 
open hearths, he is not dismantling 
them. Thus, he says, National is 
assured of added capacity when and 
if steel demand rises above normal 
levels. 


WVETAL 


BOGGLE IN BRASS 


Brass fabricators are all 
sounding the same sour note 


of falling sales and hard-hit 
profits. 


ONE BY ONE the nation’s biggest brass 
fabricators piped up last month to 
report second-quarter earnings. The 
joint effect was a colossal sour note. 
Far from reversing the sorry trend 
of the first quarter, things have in- 
stead gone from bad to worse. 

From the Big Three brass fabrica- 
tors, the news was all bad. Scovill 
Manufacturing reported sales off 10°, 
net down a thumping 85.4‘. Revere 
Copper & Brass reported net off 41.8% 
on a 14.6% sales decrease. Bridgeport 
Brass also produced sorry news: 
earnings off 64.9% on a 17.1% drop in 
sales. 

All in all, brass mill shipments in 
1960’s first half were off 17%. And 
heavy price cutting was the order of 
the day. Faced with a big bulge in 
brass imports (chiefly from Britain, 
Germany and Japan), some product 
prices were slashed as much as 20%. 
Even copper tube, a big and usually 
stable product, was cut 5°). Yet far 
from paring down foreign competi- 
tion, the imports’ share of the market 
rose from 10% to 12%. 

The all-too-obvious result was to 
play hob with domestic fabricators’ 
profit margins (see chart). Brass mill 
executives themselves seemed in a 
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BRASS BOUND 
In an attempt to hold sales volume 
up in the face of sluggish demand 
and vigorous foreign competition, 
brass fabricators trimmed prices in 
the second quarter. Result: except 
for Revere, which got a big boost 
from aluminum, profits all but van- 


ished for the big brass fabricators. 


10; 2nd Quarter Sales = 
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2nd Quarter Profits | 

















state of shock: few could muster much 
confidence that the second half would 
be any better. Their one big hope, 
apparently, was that foreign brass 
mills would find business so good at 
home that they could not expand their 
beachhead here further. 


LILY-TULIP’S BERGMAN: 
a profitable anachronism 


SINGLE-MINDED 
DEVOTION 


Lily-Tulip is almost old- 

fashioned about such cor- 

porate shibboleths as diver- 

sification and integration— 

but it hardly need apologize 
for the results. 


In a world where most businesses are 
becoming more and more complex, 
their product lines almost bewilder- 
ingly varied, Lily-Tulip Cup Corp.’ 
is almost an anachronism. Its $100- 
million-a-year product line ranges 
from paint buckets to food packages, 
but they are virtually all variations of 
a single item: the simple paper cup, 
designed to be used once, then thrown 
away. 

By focusing its capital and energies 
on cups, Lily-Tulip has become the 
biggest and most profitable company 
in the paper food container field. Last 
year it earned a handsome 6.8 cents 
on the sales dollar after taxes. 

Only One Rival. Surprisingly enough, 
as simple and profitable as its product 
seems to be, President Walter J. Berg- 
man has only one major rival for this 
$350-million market: American Can 
Co.’s Dixie Cup division. Simplicity 
and profitability ought normally to be 
attractive come-ons for businessmen. 
But, Bergman points out, “This is an 
expensive business to get into. Our 
capital investment is the highest in 
the paper industry—about $1 in fixed 
investment for every dollar in sales.” 

By contrast, he notes, makers of 
such products as paper bags and en- 
velopes invest only about 20c for each 
sales dollar. “That is one reason,” adds 
Bergman, “why we are not only the 
biggest in the field, but the only major 
company that is not a subsidiary op- 
eration.” 

Because of the highly specialized 
nature of its business, Lily-Tulip has 
had to invent its own machinery, in- 
stead of buying ready-made paper 
forming equipment. “And we can’t 
just buy any factory, either,” adds 
Bergman, “we have to build our plants 
as paper cup operations from the 
ground up.” 

Why Integrate? This costly kind of 
concentration has given Lily-Tulip 
plenty to do with its capital without 
thinking of becoming an integrated 
company. Says Bergman: “Why 
should we make our own raw ma- 


*Lily-Tulip Cup Corp. Traded NYSE. Re- 
cent price: 5034. Price range (1960): high, 61; 
low, 4744. Dividend (1959): 97.5c. Indicated 
1960 payout: $1. Earnings per share (1959): 
$2.07. Total assets: $62.6 miliion. Ticker sym- 
bol: LIL 
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terial? We buy more solid bleach 
paperboard than anyone else, so we 
have a giant industry working hard 
to please us.” 

Despite the apparent handicaps of 
being a one-product company, Lily- 
Tulip’s concentration has paid off 
handsomely. It now has 35% of the 
nation’s paper drinking cup business 
and its growth record has been out- 
standing. 

Even in 1960's disappointing econ- 
omy, Lily-Tulip has been doing as 
well as ever. Last month Bergman 
reported that second-quarter earnings 
were up 8% to 67c a share on a 4% 
sales rise. With his 1960 profit margin 
widened to 7.1%, Bergman was pretty 
sure that Lily-Tulip was more than 
holding its lead as the U.S.’ most 
profitable paper container company. 


4UTO RENTALS 


DETOUR 


If he had been able to by- 
pass Washington, W alt Jacobs 
would have been driving Hertz 


Corp. toward a record year. 





On “Decision Monday” one steamy 
day last June, the U.S. Supreme 
Court whacked Hertz Corp." Presi- 
dent Walter Jacobs a $7.2 million 
dent in his corporate chassis. That 
was the amount of back taxes Jacobs 
has to pay Internal Revenue as a 
result of a court decision denying 
him the right to the fast depreciation 
write-offs he had taken on the cars 
and trucks he rents. Over the pre- 
ceding five years, Jacobs had resold 
fleet vehicles at prices considerably 
above their depreciated book value, 
had called the difference “capital 
gains” until the court said no. 

Days later in Foley Square in 
New York City, the Justice De- 
partment spread tacks on the road- 
way that the nation’s No. One car 
renter traveled. After an anti trust 
hearing, Jacobs reluctantly agreed to 
get rid of 900 trucks and 1,000 cars, 
thereby cutting the size of his total 
fleet nearly 5“ at a single blow. 

Slow Down. Last month, with the 
release of his six-month earnings, 
Jacobs showed how rough the road 
had lately been. On a 16% jump in 
revenue (to $61 million), Hertz 
profits on the new tax basis fell to 
$3.3 million, compared with $3.4 
million using the old tax basis last 


*Hertz Corp. Traded NYSE. Recent price: 
54. Price range (1960): high, 6034; low, 3815. 
Dividend (1 ): $1. Indicated 1960 ut: 
$1.30. Earnings per share (1959) : $2.4. Totai 
assets: $124 million. Ticker symbol: HRZ. 
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HERTZ’ JACOBS: 
a dented fiscal fender 


year. With that as a guide, pundits 
guessed that 1960 profits as a whole 
would only reach about $7 million 
compared with the $7.9 million hit 
last year. 

Despite the bumps, Jacobs claimed 
there was smooth riding ahead. 
The back-tax liability, he said, 
could easily be handled by bor- 
rowing through existing lines of 
credit. Interest on the added debt 
might reduce after-tax net by about 
$250,000 a year, he admitted, but this 
was hardly formidable in view of 
Hertz’ over-all fortunes. 

“These decrees,” he insisted, “do 
not in any way adversely affect our 
future growth in the auto and truck 
rental fields.” Thus, Jacobs thinks he 
can boost revenues, yet escape the 
further attention of the Justice De- 
partment. But it meant that Hertz 
would have to boost revenues a long 
way to get profits about back to where 
they had been in 1959—before Inter- 
nal Revenue got tougher. 


OSCILLATING 
EARNINGS 


In common with most gos companies Lone 
Star suffers in the summertime, but few 
have it os bad as Lone Star. Every year it 
loses money in the September quorter. 
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THE MAN WHO 
HATES SUMMER 


He is Lester Potter, boss of 

big Lone Star Gas Co., which 

has lost money in 50 of its 
51 summers. 


“I wou. like to rip July, August and 
September right off the calendar!” 
Imagine a drawl as broad as Texas, 
and you have Lester T. Potter, presi- 
dent of Dallas’ Lone Star Gas Co 
He hates the summertime for a good 
reason: Lone Star’s is a highly sea- 
sonal business. And in all but one of 
its 51 summers, Lone Star 
money. 

Nine-Month Years. Most of the yea 
Potter’s business is fine. He has a 
lively market: a compact 160,000 
square mile area smack in the middle 
of bustling north central Texas and 
southern Oklahoma. Good gas sup- 
plies are so close, says Potter with 
satisfaction, that “we never worry 
about drilling a new well, no matte: 
how small it is.” What’s more, he 
never need fret about getting it to 
market. He has some 19,700 miles 
of pipeline crisscrossing his territory, 
and no less than seven supply lines 
into Dallas alone. 

Through nine months of the yea) 
that spells real prosperity for Lone 
Star Gas. Since 1951, sales have more 
than doubled (to $125 million last 
year). On it, Lone Star gets an ad- 
mirably high rate of return—over 7% 
In Potter’s territory, gas is the winter- 
time heating fuel. 

But in the summer months it is 
quite a different story. Gas use falls 
drastically, and Potter has precious 
little to show for his $460-million 
complex when the long hot spell sets 
in. Of Lone Star’s 850,000 customers, 
only 5,000 operate gas-fired air con- 
ditioners in the hot months. Even 
though Lone Star has been adding 
new air conditioning customers at the 
rate of 2,000 a year, Potter concedes, 
“it is only a drop in the bucket.” 

As a result, Lone Star’s earnings 
have not kept pace with sales. Main 
cause: those summertime losses. Thus 
in the past five years, Potter has seen 
them wash out some $2.5 million a 
year in cool season profits, or more 
than 15% of Lone Star’s total net 
Says he ruefully: “That's quite a little 
valley we have to cross each year.” 


has lost 


*Lone Star Gas Co. Traded NYSE. Recent 
price: 434%. Price range (1960): high, 43'9; 
low, 3554. Dividend (1959): $1.80. Indicated 
1960 payout: $1.80. Earnings per share (1959) : 
$2.39. Total assets: $459.7 million. Ticker sym- 
bol: LSG. 
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" Hrresnethaesinice 3 pain ageertiagwe hg 
| LET the MAN from the 


I NORTHERN PLAINS 


goety YOU with these... 


Based upon your firm's requirements, 
special investigations will be conducted 
without obligation by Northern's de- 
velopment technicians to answer your 
location questions. A full scope of 
services is offered. 


1. PLANT SITE EVALUATIONS 
Everything from business environ- 
ment to site selection, tailored to 
meet your needs. 


. ECONOMIC INVESTIGATIONS 
Providing dependable information in 
problem areas such as manpower, 
resources, community appraisals and 
similar location considerations. 


. MARKET STUDIES 
Competitive situations, consumer 
characteristics, together with projec- 
tions of the market's future. 


. FINANCING SOURCES 
An intimate knowledge about com- 
munity financing groups, os well as 
private financial institutions in this 
area. 


. SOURCES OF SUPPLY 
Through Northern's Facilities Regis- 
ter, a unique electronic index of the 
area's production capabilities. 


To use these services and obtain current 
mailings, write Randall Klemme, vice 
president, Northern Natural Gas 
Company, Omaha, Nebraska. 


We welcome the opportunity 
to serve you confidentially 
-.- without obligation 
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Serving the Northern Plains 


Northern Natural Gas Company 


General Offices: Omaha, Nebraska 
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WILD BLUE 
YONDER 


With its Chrysler business 
tapering down, Electric 
Autolite needs a lift. Will 
Hiller Aircraft provide it? 


Last spring President Robert H. 
Davies of Toledo’s auto-parts-making 
Electric Autolite Co.* cleared his 
company’s decks for possible acquisi- 
tions. By using part of Electric Auto- 
lite’s surplus cash to buy in some 10% 
of its outstanding shares, he put the 
company in a position where it could 
pay for purchases in stock or cash or 
both-—without diluting equity. 

But not until last month did Davies 
find what he was looking for: smallish 


(1959 sales: $16.2 million) Hiller 


Aircraft Corp. of Palo Alto, Calif., a 
maker of helicopters and related 
VTOL (vertical take off and landing) 
aircraft. 

Hiller was obviously in a field of 
great potential, but one that had 
grown little over the past five years 
It was, moreover, a field apparently 
dominated by such large and redoubt- 
able competitors as Bell, United Air- 
craft’s Sikorsky, and Boeing’s Vertol. 

President Davies nevertheless feels 
that Hiller was worth waiting for. 
Said he: “Hiller is more comparable 
to Cessna, Piper and Beech. Sikorsky 
and Vertol are mainly in big com- 
mercial helicopters, a field I person- 


*Electric Autolite Co. Traded NYSE. Re- 
cent price: 50. Price range (1960): high, 541»; 
low 4449. Dividend (1 ): $2.50. Indicated 
1960 payout: $2.90. Earnings per share (1959) : 
$4.50. Total assets: $160.4 million. Ticker 
symbol: ET. 


PRODUCTION OF DIE CASTS: 
helicopters in, autos out 


ally wouldn’t want to get into. We'll 
make only smaller jobs, up to six- 
piace or so.” 

Two things give Hiller a bright fu- 
ture, continued Davies: “The Army 
is replacing its light aircraft with 
helicopters. Hiller will need us to 
help finance the size of contracts it’s 
likely to get. Second, Hiller has a 
VTOL craft in development that could 
be tremendous if it works out.” 

Stand-Off. In the meantime, Hiller’s 
volume should help to replace the $22 
million or so that Autolite stands to 
lose in Chrysler business beginning 
with the 1961 model year. As for 
profit, Hiller’s 1959 showing of 5.6% 
on invested capital would hardly im- 
press a hard-boiled corporate treas- 
urer but for one thing: it was almost 
as good as Autolite’s own 5.9%. 


COMMUNICATIONS 


MERRY MESSAGE 


Some businessmen may be 
worried about their pros- 
pects for the second half, 
but not Western Union's 


Walter Marshall. 





WitH a somewhat sour first half be- 
hind them and an uncertain second 
one staring them in the face, most 
businessmen last month were doing 
little, if any, forecasting about the rest 
of 1960. But such circumspection was 
not for Walter Marshall, president of 
Western Union Telegraph Co.* Mar- 
shall was openly optimistic. “We ex- 
pect,” said he, “better results in the 
months to come.” 

In the first half, as he explained it, 
business concerns (which account for 
fully 80% of Western Union’s private 
message business) “just weren’t send- 
ing as many telegrams to buy, sell 
and ship.” Atop that, WU was hit 
with a $14.5-million a year wage in- 
crease in June. As a result, earnings 
dropped to 93c from $1.23 the year 
before. 

Nevertheless, Marshall’s optimism 
was well-founded. He had filed for an 
8% across-the-board increase in his 
rates, got it approved by the FCC 
without a dissenting voice, and put it 
into operation on August 17. That 
should add more than enough to WU’s 
annual revenues to offset the wage 
hike. Since his private wire business 
was still mushrooming, Walter Mar- 
shall was one businessman who could 
face the second half with confidence. 


Traded 
ce range (1960) : 


*Western Union Zeewe ih Co. 
NYSE. Recent price: 47%. 
em, St 57; low, ase Dividend (1959) : $1.20. In- 
wane ‘1960 saa : $1.40. Earnings per share 
bsg assets: 5 million. 

Heker sy abel: 
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30 MILLION MILES 


of Marathon gasoline 


move to market 
at a fraction of a cent 
per gallon 


Moving huge volumes with cost-conscious effh- 
ciency, river barges and lake tankers extend the 
reach of the modern pipe line system that serves 
Ohio Oil's six-state midwestern marketing area. In 
a typical “tow” on the Ohio River, two million 


gallons of gasoline—enough to take the average 
motorist 30 million miles—are barged 200 miles 
upstream at a cost of less than half a cent per 
gallon. Here is another example of our constant 
effort to hold down costs and increase efficiency. 


HIGHLIGHTS OF THE SIX MONTHS ENDED JUNE 30th 


Total Revenues 

Net Income ‘ 
Net Income Per Share . 
Dividends Per Share 
Capital Expenditures 
Exploration Expense 


Shares of Common Stock Outstanding 


1960 1959 
. $175,973,000 $143,990,000 
17,733,000 18,556,000 
1.28 1.41 
.80 .80 
24,616,000 17,951,000 
15,164,000 13,916,000 


(Excluding 124,400 shares in Treasury—1960) . . . . . 13,876,775 13,126,753 


Net Crude Oil and Natural Gas Liquids 
Produced — Barrels Per Day . 


Crude Oil Refined — Barrels Per Day 


107,309 110,948 
99,610 44,778 


On July 28, 1960, the Board of Directors declared a dividend of 40 cents per share on common stock, 
payable September 10, 1960, to shareholders of record August 12, 1960. 


THE OHIO OIL COMPANY 


Findlay, Ohio 


Producers + Transporters + Refiners + Marketers of MARATHON and SPEEDWAY 79 Petroleum Products 
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AMERICAN INVESTMENT COMPANY oF iuinois 





REPORTS 
RECORD 
FIRST HALF 





Highlights from the Semi-Annual Report 


for the six months ended June 30 1960 1969 

Volume of business ........... $194,220.018 $167.366,.903 
Customer loans outstanding... $267,188,847 $226.017,436 
Gross Income $ 29,424,746 $ 26,809,154 
Net Income $ 3.633.857 $ 3,160,613 
Earnings per common share... $ .70 $ .60 


Common shares outstanding. . 4,791,030 4,785,170 





Subsidiary offices. ............ 553 501 











Net earnings, volume of business and customers’ loans outstanding all set new highs 
for the company in the first six months period. Our net earnings increased nearly 15 
per cent over the comparable period a year ago and the earnings available for each 
common share increased over 16 per cent. 

As our growth in loans indicates, we are continuing to grow at a faster rate than 
the rapidly expanding consumer credit industry. In the very near future our subsidiaries 
will open consumer finance offices in our 40th state— North Dakota. 

The results which American Investment Company achieved during the first half of 
1960 have been encouraging. These accomplishments have been attained in the face 
of some uncertainty in several sectors of the economy. The company’s performance 
thus far this year gives us reason to feel that our results for 1960 should exceed those of 
last year. 


A copy of our semi-annual report is available upon request. Write to: Public Relations 
Dept., American Investment Company, 8251 Maryland Avenue, St. Louis 5, Missouri. 


AMERICAN INVESTMENT COMPANY 


OF ILLINOIS 
8251 Maryland Avenue, St. Lovis 5, Missouri 


Making loans to millions of American families through our principal subsidiaries 


PUBLIC FINANCE CORPORATION © PUBLIC LOAN CORPORATION ©* DOMESTIC FINANCE CORPORATION 
GENERAL PUBLIC LOAN CORPORATION AND COMMERCE LOAN COMPANY 
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. Are people spending or saving? (FRB department store sales) 
. How much money is circulating? (FRE bank debits, 141 key 


centers) 
Factors 4 5 are adjusted for valve of the dollar (1947-49 
1, 4 and 5 for seasonal variation. 


= 100), 


wally Gone ane necessarily 
ee 


components, all of which are subject 
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july Aug 


163.0 
120.2 
101.0 
139.0 
169.6 
138.6 


Sept Oct. Nov. Dec. Jan. March April May June July 
(prelim) 
165.0 
121.5 
99.8 
137.9 
175.7 


140.0 


Production. ........ 
Employment... . 
Hours 

Sales. 

Bank Debits 


157.0 
118.9 
101.5 
138.0 
166.7 
136.4 


157.0 
119.3 
101.0 
131.1 
162.2 
134.1 


154.0 
118.9 
101.0 
132.8 
164.1 
134.2 


156.0 
119.3 
100.0 
132.5 
167.1 
135.0 


165.0 
120.4 
101.5 
136.2 
160.3 
136.7 


165.0 
120.7 

99.5 
129.2 
172.2 
137.3 


165.0 
121.4 
98.7 
142.0 
166.4 
138.7 


167.0 
121.4 
100.0 
130.8 
179.2 
139.7 


166.0 
121.4 
100.3 
133.1 
173.6 
138.9 





THE MARKET OUTLOOK 


The Key 


It’s QuiITe simple to accentuate the 
negative and eliminate the positive. 
For one thing, the world most of us 
used to know in geography books is 
in a sorry state of confusion and up- 
heaval. Secondly, our distorted and 
divided prosperity-without-boom soon 
will meet the test of a six months old 
down-trend in sensitive cyclical indi- 
cators. Finally, the market itself has 
been, and still is, undergoing a broad 
re-evaluation of the merits of common 
stock ownership in a non-inflationary 
period. 

But, as demonstrated so clearly last 
winter, the pat view isn’t necessarily 
the correct view and it’s a little too 
easy to find cause for alarm rather 
than enthusiasm. There seldom is any 
stock market charm in the obvious. 
All of which points up the fact that 
“all has not been lost,” but there are 
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by SIDNEY B. LURIE 


some reassuring 
considerations. 

For example: 
a) From here on 
out, the compari- 
sons with a year 
ago will become 
increasingly  fa- 
vorable. b) If the steel and auto in- 
dustries are excluded from considera- 
tion, the economy as a whole has done 
remarkably well in the past six 
months. c) More monetary ease is in 
prospect. The Federal Reserve Board 
has never reversed the direction of its 
policies with only one step, and the 
demand for funds this year will be 
less than the supply of capital gen- 
erated in the economy. In a word, it’s 
possible to argue that today’s uneasi- 
ness is as fallacious as last winter’s 
blind enthusiasm. 


The positive evidence won't be in 
for another few weeks. In which con- 
nection it’s worth noting that the 
steels and autos (which have been 
the market’s problem children all this 
year) probably hold the key to the 
market outlook after Labor Day. Both 
industries are thermometers of the 
extent of the fall business recovery 
which in turn is dependent on con- 
sumer buying and inventory re-accu- 
mulation by industry. 

While the background doesn’t mean 
euphoria—a word the Greeks used to 
express a feeling of well-being 
there’s another side to the same coin 
It will take positive deterioration from 
here on out to bring about a complete 
collapse in investment confidence. To 
express it a little differently, in these 
days when stocks are well if not al- 
ways wisely held, it would take bitter 
disappointment—loss of all investor 
faifh—to encourage widespread liqui- 
dation. 

If this be true, then it follows that 
the chief price changes may well be 
within the market itself. As long as 
the status quo of a neither-boom-nor- 
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smart 
truck 
users 
choose 


way to lease trucks 


because it's national 
in experience and 
service-local in costs 
and controls 


supplies everything but the 
driver at flexible, local-level 
costs. On-the-spot management provides 
highest efficiency; full-service, one-invoice 

I truckleasing—the LEASE-FOR-PROFIT way 
i Lease o new Chevrolet, or other fine truck, 
operate it as your own with no investment, 


about full-service, ‘‘Lease-for- 


** truckleesing—and the name of your 
firm, write: 


NATIONAL TRUCK 
LEASING SYSTEM 


Nation llease Serving Principal Cities 


of the United States, 
Canada, and Puerto Rico 


__ TUL JACKSON BLYD., SUITE: R-8 


FLORIDA... 
MAGIC 
VACATIONLAND 
EVERY MONTH 
OF THE YEAR 


FLORIDA 
POWER 

& LIGHT 
COMPANY 


P.O. Box 1-3100 
MIAMI, FLORIDA 


DIVIDEND NOTICE 


A quarterly dividend of 24c 
per share has been declared 
on the Common Stock of the 
Company, payable Septem- 
ber 20th, 1960 to stockhold- 
ers of record at the close of 
business on Aug. 26th, 1960. 


ROBERT H. FITE 
President 


FLORIDA. 
UNEXCELLED 
CLIMATE FOR 
BUSINESS AND 
INDUSTRY! 


CHICAGO 4, ILL. 


| bust economy can be maintained, con- 
stant appraisal and reappraisal of an 
individual company’s merits will re- 
, main a hallmark of our times. Under 
the circumstances, isn’t it better to 
talk about stocks than the stock mar- 
| ket? 

Truax-Traer, around 27 paying 
$1.60, could be a very interesting 
speculation, for the “quality” of the 
company’s earning power has im- 
proved. Most people mentally shud- 

| der when one mentions a coal com- 
pany, for coal’s share of the total 
energy market has declined in the 
| past decade. But the stronger com- 
| panies nevertheless have progressed, 
| particularly those supplying the util- 
| ity generating market, which is Truax- 
| Traer’s present concentration. Last 
| year, the company sold its high cost 
West Virginia mines, whose output 
| was primarily sold to the erratic steel 
| industry. Today 90% of the com- 
pany’s tonnage is produced from low 
| cost strip mines serving the dynamic 
| Mid-West area. The company’s fi- 
| nancial position is excellent, and earn- 
| ings in the fiscal year ending next 
| April should better the $2.24 per share 
of fiscal 1959-60. 

The proposed Latin and South 
American economic aid program 
points an obvious finger at W.R. 
Grace, around 38 paying $1.60 (plus 
stock). The company’s south-of-the- 
border activities (which are being 
concentrated in the chemical and 
paper fields) contributed about 15% 
of last year’s $3.04 per share total 
profit, which will be improved on this 


year. 


In the proper environment, the 
Grace Lines should again be a signifi- 
cant contributor to profits—which it is 
not today. Illustrative of the world- 
wide nature of the Grace operation, 
the European chemical division (a far 
from minor profits contributor) is 
booming. Furthermore, the domestic 
chemical operation (and chemicals 
will contribute over two thirds of this 
year’s profits) should enjoy particu- 
larly good years in 1961-62, when new 
plant break-in costs have been ab- 
sorbed. 

Speculative attention might easily 
be caught by revitalized and reha- 
bilitated Armour, around 32, paying 
$1.20 and in a position to earn $3.25 
per share this fiscal year against $2.73 
in 1959. Illustrative of the earnings 
potential in a really good meat pack- 
ing year—and 1961 should fill the bill 


| —we estimate that fertilizer, indus- 


trial chemicals and Dial soap will con- 


| tribute about $2 per share to this 
| year’s results. 


The same might be said for the 
“built-in” growth in the tobacco busi- 


| mess, where per capita consumption 


has increased faster in the last five 
years than in the five years prior to 
the health scare. Significantly, the 18- 
24 year old age group—which is the 
introductory smoking age—will in- 
crease 52% in the next ten years 
against only 2% in the past decade. 
Philip Morris, around 70, paying $3.60 
and likely to earn 10% more this year 
than the $5.01 per share profit re- 
ported in 1959, could be an interest- 
ing situation. 

As has been the case in each of the 
past five years, the mid-year point has 
arrived with Brunswick Corp.’s busi- 
ness even better than had been antici- 
pated at the year-end. For example, 
incoming orders in June and July 
were much better than the year earlier 
figures, which means a big carryover 
into 1961. Matter of fact, the pinsetter 
backlog—and this is the company’s 
money item—is still reported to be 
around peak levels and equal to a 
year’s production in the company’s 
new plant, which might even be ex- 
panded. 

Brunswick’s two boat subsidiaries 
are doing well, too. For 1960, total 
sales might be around $340 million as 
compared with $275 million last year. 
Earnings should be in the neighbor- 
hood of $4.50 per share as compared 
with $3.42 in 1959. Under the circum- 
stances, there’s no question but that 
“something will be done” about the 
60c indicated dividend rate. This old 
investment favorite is still attractive 
around 66. 

Each market phase has its own 
particular theme and recognition of 
this “something different” very often 
is the key to speculative success. For 
example, the key to the winter of 
1957-58 rested in awareness of the 
fact that necessitous selling of securi- 
ties was unlikely even though we were 
in a recession. The key to the first 
half of this year revolved around rec- 
ognition of the fact that we were in 
an environment which focused atten- 
tion on just a handful of success 
stories. 

While both conditions still remain, 
the key to coming months may involve 
three new considerations: 1) We've 
become so economically well informed 
that there is a tendency to overem- 
phasize historical precedents and 
underestimate fundamental changes 
which lessen their significance. 2) Just 
as there has been a shift in consumer 
auto buying preferences, so will there 
be changes in issue emphasis. Styles 
in speculation change too. 3) Particu- 
larly is this so when the problems of 
a mature economy and a troubled 
world are looming so great that 
really lasting or permanent excite- 
ment can’t be generated in the market 
as a whole. 
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AUTO STOCKS: 


THE SHAPE OF THINGS TO COME 


In the face of a resounding 16% increase in 
automobile production since the year’s begin- 
ning, the Auto Stocks have dropped sharply— 
prices falling from 20%, in the case of General 
Motors, to 67% for Studebaker-Packard—more 
by far than the stock market as a whole. 

What does this mean for future stock prices? 
What should you do about Auto Stocks now? 

First step towards a sound determination of 
the future probabilities is understanding why 
the bellwether Auto Stocks—which Value Line 
has ranked well below average since early this 
year— declined in the first place. 

To have a clear picture of the cause—together 
with an informed and analytical guide to the 
new forces shaping the 1960-61 Auto Market— 
send for Value Line’s new Research Reports on 
the Automobile Stocks. 

You will have clear, objective answers to such 
vital questions as these: 

e Have we already seen the end of the decline in 

Auto Stocks? 

Or is there still more bad news ahead? 

Should you buy certain Auto Stocks now? Sell 

any you now have? Or simply “sit tight”? 

When is a new advance in prospect for Auto 

Stocks? 

Which Auto Stocks are in the best position, 

looking ahead 12 months and 3 to 5 years? 

How likely are the Auto Stocks to lead the 

market on the way up as they did on the way 

down? 

W hat is the Quality Grade of each Auto Stock? 

W hat are the expected dividends and earnings 

of each stock for the next 12 months? 

How suitable is each stock for your own specific 

goals? 


The massive economic impact of the $20 bil- 
lion automobile business on other industries 
makes this study timely and valuable even for 
those investors whose portfolios do not now in- 
clude auto stocks. 


COMPLIMENTARY 


We will therefore send you, as part of the $5 Guest 
Subscription offer described below, the comprehensive 
Value Line Reports on the individual stocks in the Auto- 
mobile industry and 5 other industries. All in all you 
will receive full-page Reports on each of 77 stocks, 
among them: 
American Motors 
Studebaker-Packard 
General Tire 
General Dynamics 
Lockheed 


No. American Aviation 
Boeing Airplane 
Bendix Avwation 
Ford Motor 
General Motors 
Grumman 
Douglas Aircraft 
Under this offer, you will also receive—by return mail 
and without charge—“Investment Opportunities in the 
New Space Age,” a long-range survey of prospects for 
the Aircraft & Missile, Electronics and Chemical Indus- 
tries ... plus the latest Value Line Summary of Advices 
on 1000 Major Stocks and 50 Special Situations, with 
Value Line’s objective measurements of Normal Value, 
Quality, Yield and Appreciation Potentiality. 
All these Reports will be sent to you without charge 


Goodyear 
Curtiss-W right 
Martin Company 
United Aircraft 
Republic Aviation 
Chrysler 


Allis-Chalmers 
American Bosch Arma 


in conjunction with Value Line’s Guest Subscription 
offer which for only $5 (less than half the regular rate) 
brings you the next 4 weeks of complete service, includ- 
ing the following timely analyses, projections and rec- 
ommendations: 

(1) Graphic analyses of “WHAT COMPANY OFFI- 
CERS AND DIRECTORS ARE BUYING AND 
SELLING”—weekly 
4 “ESPECIALLY RECOMMENDED STOCK- 
OF-THE-WEEK” Reports 
THE BUSINESS PROSPECT—weekly 
STOCK MARKET PROSPECT—weekly 
RECOMMENDED INVESTMENT POLICY 


NOW 
BEST STOCKS TO BUY OR HOLD NOW to 
meet specific investment objectives—weekly 
VALUE LINE BUSINESS FORECASTER 
which shows the composite trend of 7 economic 
series whose turning points have consistently 
preceded cyclical turns in economic activity— 
weekly 
FULL-PAGE RATINGS AND REPORTS ON 
EACH OF 300 ADDITIONAL STOCKS 
A NEW SPECIAL SITUATION ANALYSES 
SPECIAL SITUATIONS FOR HOLDING 
NOW 
ALL SPECIAL SITUATIONS SOLD-—scores of 
which had doubled and tripled in price as the full 
tally reveals 
THE SUPERVISED ACCOUNT REPORT, 
which gives advance notice of all changes to be 
executed in the future in a real portfolio—super- 
vised as a “model” account for the average in- 
vestor. Also gives complete record of results to 
date 
(13) WEEKLY SUPPLEMENTS and 

%(14) 4 WEEKLY SUMMARY-INDEXES including 

all changes in Ratings up to date of publication 
(15) “WHAT MUTUAL FUNDS ARE BUYING 

AND SELLING.” 


ALSO FREE with the above. 


ARNOLD BERNHARD’S new book 
(Regular $3.95 clothbound edition ) 


“THE EVALUATION 
OF COMMON STOCKS” 


In this lucid book the research director of the 
Value Line Survey explains the principles be- 
hind Value Line’s methods .. . why stocks are 
not always worth what they sell for ... how 
they are sometimes carried too high, sometimes 
too low by mass excitement ... how, sooner or 
later, thetr prices move into line with value . . . 
how to project the normal value of stocks into 
the future. 














(In contrast to this £5 offer, the regular 
rate is $144 annually) 
To take advantage of this Special Offer, 
fill out and mail coupon below 

Name 
Address 

City State 
Send $5 to Dept. FB-160 


THE VALUE LINE 


INVESTMENT SURVEY 


Published by ARNOLD BERNHARD & CO., Ine. 
The Value Line Survey Building 
5 East 44th Street, New York 17, N. Y. 
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CURRENT RATE 
ON INSURED SAVINGS 


A'n% 


Earnings paid or compounded quarterly 


Southern California’s oldest, 
one of the nation’s largest savings 
and loan associations 





In 75 years this trustworthy 
institution has never missed a divi- 
dend, nor have its doors ever been 
closed on a business day. 

Its savings accounts are. held by 
investors throughout the United 
States, and are exempt from per- 
sonal property tax in California. 

Each account is insured to 
$10,000 by Federal Savings and 
Loan Insurance Corporation. A 
number of accounts may he ar- 
ranged to provide insurance pro- 
tection for all of them. 

Corporation accounts are ac- 
cepted and insured. 

Funds placed by the tenth of 
any month earn from the first of 
that month. 


Assets Over 150 Million Dollars 


Convenient postage-free mail service 
WRITE FOR COMPLETE INFORMATION 
P.O. Box F-2592, San Diego 12, California. 


PICK ‘BUY’ AND ‘SELL’ SPOTS 
4 COMMODITY FUTURES WITH 


COMMODEX 


) re unique system — = te “ey when markets 
os gaining or losing helps you catch 

big moves tet LSoor eo at the ar a. 
DEX is a vmethed you can use 
method anybody learn besames i it is fully ‘a: 
plained in a ine. well-written book. COMMODE 
8 


palletine "py 

jay “ira mMODEN weekly three 
important markets 

Commonen is the 

ss a, ce eh 


) ote sage hewn rw tnd ful full “jetaits today. 


COMMODEX. 


90 West Broadway, New York 7, N. Y. 
BArclay 7-6730—1 


| culminated with Maine’s 
| Monday-in-September 
| 1932 and was followed by the final 
| sickening bear market thud; the vig- 


PMARKET COMMENT 


by L. O. HOOPER 


More and Cheaper Money 


THERE Is a well-defined triple bottom 
in the DJ industrials: 596.20 on 


| March 9, 596.61 on May 1 and 597.30 


on July 25. In every month since 
February (except June when the 
market was so soft), the industrials 
have stopped going down somewhere 
between 603 and 596. In the past, 
such behavior has been significant. 

The “breadth” of the market re- 
cently has improved. The ratio of 
daily advances to daily declines is 
more favorable. The ratio of new 
highs to new lows has improved. 

The credit authorities, through a 
series of closely paced moves, obvi- 
ously intended to be impressive, have 
made it known that they are working 
for more abundant and _ cheaper 
money. The rediscount rate has been 
decreased twice in a month. Bank 
reserves have been increased. Mar- 
gin requirements for the purchase of 
stocks have been lowered (and prob- 
ably will be lowered again). 

But up to the middle of August 
there is little indication of any real 
improvement in business and earn- 
ings. In fact, new orders for steel 
are disappointing; and June quarter 
earnings were well below not-too- 
high expectations. The “institu- 
tional” demand for stocks is far from 
avid, even though there is less 
liquidation. 

In the past, the stock market 
usually has had a delayed rather 
than immediate reaction to cheaper 
money and lower margins; and so has 
business. But, in the longer run 
(months rather than weeks), easier 
money usually has helped stocks be- 
fore business improvement has been 
too clearly defined, for stocks nor- 
mally discount ahead. 

There is a “thesis” now, therefore. 
for expecting mildly better things for 
“representative” or “conventional” 
stocks. In an “average” election year, 
moreover, the market usually does 
fairly well between the Conventions 
and Election Day, although there 
have been exceptions. 

The denizens of Wall Street, re- 
membering history, always watch the 
trend right after Labor Day for a 
hint about the immediate future. 


| They recall that the big bull market 


of the 1920s recorded its absolute top 
the day after Labor Day in 1929; the 


| collapse after Labor Day in 1931; the 


record rise (percentagewise) which 
second- 
election in 


orous rally after 

Labor Day in 

1933; the violent 

decline which fol- 

lowed Labor Day 

in 1937; that 

the stock market 

turned down after 

Labor Day in 1946, 1957 and 1959; 
and that there were nice upside 
movements after Labor Day in 1950 
and 1954. 

I will “stick my neck out” and 
guess that stocks will not fall out of 
bed after Labor Day this year. I 
reason that we have a pretty solid 
bottom after eight months of probing 
for it, that cheaper money will help, 
and that inventory liquidation can’t 
go on much longer in some of the 
key industries. Both sides are too 
close together on issues to make the 
coming election campaign any more 
disturbing than usual. As I see it, 
the big “danger” is in unexpected 
international developments. Such 
things are not predictable. 

Regardless of election results, 
America is going to spend more on 
national defense and preparedness. 
That makes me feel better about the 
aircrafts and certain related issues 
The long down-trend in issues like 
Douglas Aircraft, Lockheed, Boeing 
and United Aircraft seems to have 
been reversed. Of these, I especially 
like United Aircraft (45). 1 also think 
Garrett Corp. (50) has a lot to rec- 
ommend it. 

Garrett is an aircraft accessory 
manufacturing company making 
some 2,000 items, the more important 
of which have had to do with air- 
conditioning and pressurizing cabins 
for military and civilian planes. It 
is making parts for practically all the 
missiles, and is intimately connected 
with advanced space exploration de- 
vices. But Garrett is “different” in 
that a) it is selling at only about ten 
times earnings of better than $5 a 
share in the year ended with June, 
b) it pays $2 in cash plus possible 
extras and thus (unlike most science 
issues) affords a decent return, c) it 
has an established earnings record, 
having earned not less than $3.85 a 
share in any one of the past nine 
years, d) backlog at the end of March 
was only 68% military, and e) it de- 
rives earnings from a wide spectrum 
of military and civilian aircraft pro- 
grams rather than just a few. I think 
a higher price/earnings ratio is justi- 
fied, and I look for higher earnings 
from Garrett anyway. 
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From time to time there are re- | 
ports of accumulation in Ranco Inc. | 
(45%) as a “growth” stock. In the | 
June quarter, when most companies | 


were not doing too well, Ranco 
earned $1.06 a share against 82c in 
the same period a year ago. For the 
first nine months, sales were up 20% 
and earnings 27%. 
that profits for the year ended Sep- 
tember will be in excess of $3 a 
share, a new high. Profits were $2.93 
a share in 1959 and $1.99 a share in 
1958. Sales are up from less than 
$13 million in 1952 to perhaps $110 
million in the year just ending. The 
company, formerly a part of Ameri- 
can Motors, makes heat controls for 
the automotive, appliance, air condi- 
tioning and other industries. It does 
business with practically all the big 
automotive, air conditioning and ap- 
pliance companies, but its “big” cus- 
tomers supply only about one third 
of sales. The present indicated divi- 
dend rate is $1.40 per annum, and 
seems conservative. 

Those who are looking for a high 
yield should examine Southern Rail- 
way (45), paying $2.80 to return about 
6%4%. 
between $4.50 and $5 a share. Here 
is a road which serves a real “growth” 
area and has a management which 
does not hesitate to disassociate itself 
from some of the traditional policies 


of the other carriers in matters of | 
rate making and employee relations. | 


Incidentally, don’t get too excited 


about these widely publicized rail | 


mergers “in the making.” Some of 
them will come eventually, but they 
inevitably will be slow, much slower 
than the merger of Norfolk & West- 
ern and the Virginian. 

Consolidated Freightways (12) is a 
disappointment. 


new management has been installed, 


and henceforth there probably will | 
be more emphasis on profit margins | 


than on expansion. The stock may 


work out over a period, but it will | 


take time. Operating economies put 
in force in recent weeks are designed 
to save $1.8 million a year. Some of 
the fringe operations are 
lopped off. 

First-half oil company earnings 
were better than expected, and there 
has been some improvement in the 
domestic oil picture. It remains to be 
seen, however, whether the domestic 
industry can insulate itself success- 
fully from the price weakness in 
petroleum products abroad. The sit- 
uation is complicated by large new 
discoveries in Africa and by Russian 
price competition. 
better oil shares, selling well below 

(CONTINUED ON PAGE 54) 
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It is estimated | 


Earnings this year should be | 


Earnings this year | 
probably will be under $1 a share. A | 


being 


Some of these | 





Some Prose About Cons 


Most of our advertising runs along positive lines . . . 
unusual services we think we provide for investors. 


stresses the 


Maybe we ought to take a negative slam for once and talk about 
the number of things we don’t provide. 

For example: 

Hot tips on the market? Fresh out, now and always. 

Ten stocks bound to go up? Same story. 

Tip sheets with all the “inside” dope? Don't even ask. 

Penny stock recommendations? Special policy forbids. 

Get-rich-quick schemes, magic formulas for profits? Try tea leaves. 

But solid facts, honest opinions, efficient executions? 


All that you ask for—any time. 


Merrill Lynch, Pierce, Fenner & Smith Inc. 


Members New York Stock Exchange and all other Principal Exchanges 
70 PINE STREET, NEW YORK 5, N. Y. 
131 offices bere and abroad 











UNITED-CARR 
FASTENER CORPORATION 


September Dividend Notice 


At a meeting of the Board of Directors of United-Carr Fastener 
Corporation held August 17, 1960, a regular quarterly cash divi- 
dend of thirty cents (30¢) per share was declared on the com- 
mon stock, payable September 15, 1960, to holders of record at 
the close of business on August 31, 1960. This is the one hun- 
dred ninth successive quarterly dividend paid by this company 


SAMUEL A. GROVES PRESIDENT 





Little things make a BIG difference 


in 
ELECTRONICS 


AIRCRAFT AND 
MISSILES 


AUTOMOTIVE 
EQUIPMENT 


. 
APPLIANCES 
LEATHER GOODS 

* 
CLOTHING 
* 


In major U.S. industrial centers and in Canada, 
England and Australia, more than twenty United- 
Carr plants are organized into ten divisions and 
subsidiaries. 

First class engineering staffs are backed by ultra- 
modern facilities for the production of intricate 
metal and plastic parts and components which help 
speed assembly, cut costs and improve product per- 
formance for the mass-production industries. 








FURNITURE ste | 





UNITED-CARR FASTENER CORP., BOSTON, 


MASS. 
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$500 to *104,000 in 


The story of one common stock Warrant, and how it happened. 

The above profit was made by a $500 investment in one common stock 
Warrant. Such profits were made not only by an investment in ome Warrant, 
(the R.K.O. common stock Warrant, whose story we shall shortly tell), but also 
in the Warrants of Atlas Corp., Tri-Continental, Richfield Oil, Merritt-Chap- 
man & Scott, United Corp. and a good number of others. In all of the above 
$500 investments during the past years, each grew from $30,000 to $100,000. 
In the past year, indeed in the past months, new Warrants have again shown 
large gains and we should like to ask three questions: 

1. Do you know what common stock warrants are? 

2. Do you know why common stock warrants are issued? 

3. Do you know how to keep abreast of opportunities in common stock 
warrants—when to buy warrants and when to sell warrants? 

If you cannot affirmatively answer these three questions, we believe you 


will find it greatly to your profit to read: 





1960 Edition 





THE SPECULATIVE MERITS OF 
COMMON STOCK WARRANTS 


by Sidney Fried 








Before we go any further, we should like 
to make several points clear. The historical 
examples of profits in R.K.O. Warrants and 
Hoffman Radio Warrants which we shall 
shortly describe are obviously rare, and did 
not result from a reading of our publication. 
Further, the jar accrst large profits at- 
tained with many common stock warrants are 
balanced on the other side by equally demon- 
strable examples of losses. (Example: a 
$50,000 investment in Colorado Fuel & Iron 
Warrants in 1948 was worth about $1,000 
just two years later.) What is immediately ap- 
parent, precisely in the above statistics, is the 
truly great /everage inherent in common stock 
warrants, both up and down, and our entire 
study, “The Speculative Merits of Common 
Stock Warrants,” is aimed at enlarging the 
knowledge of investors about this particular 
type of security so that potential benefits may 
be enjoyed and porential pitfalls avoided. 

THE SPECULATIVE MERITS OF COM- 
MON STOCK WARRANTS was first is- 
sued in 1949. Since that time, the book has 
been brought up-to-date three times, and 
favorable comment has multiplied. Unso- 
licited by the publishers, orders for the 
book have come in from heads of our 
largest corporations and some of the best 
financial minds in the country, Jargely 
through recommendation by original read- 
ers. Among its readers have been banks, 
insurance companies, and many of the 
largest investment firms. J. K. Lasser, the 
best-known tax expert in the country, has 
called this book “brilliant.” The author of 
this work, Sidney Fried, has had a career 
including professional trader for investment 
firms, market analyst and financial writer 
for a well-known member firm of the N. Y. 
Stock Exchange, and is now recognized to 
be one of the most respected specialists in 
warrants and low-price stocks. 

THE SPECULATIVE MERITS OF COM- 
MON STOCK WARRANTS is a sober, well- 
grounded book which we believe can be in- 
valuable to you, as an investor interested in 
allocating a portion of your funds for capi- 
tal growth. us give you some idea of 
what is contained in the pages of this book 
by partial answers to our original questions: 
1. What are common stock warrants? 

2. Why are they issued? 
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To give a brief definition, common stock 
warrants are certificates issued by the cor- 
poration itself, just as bonds, preferred stock 
and common stock are issued, giving the 
warrant holder the right to exchange the 
warrants for common stock issued by the 
company itself, at a stated price, within a 
stated period of time, or with no time limit 
at all, some warrants being perpetual. 


The Alleghany Corp. Warrant 


A recent example: Alleghany Corp. war- 
rants came into being in October 1952, are 
now listed on the American Stock Exchange, 
and give one the perpetual right to buy 
Alleghany common at $3.75 per share. How 
did this warrant come to be issued? A par- 
tial recapitalization for Alleghany Corp. was 
proposed in 1952 by which holders of 514% 
preferred stock with back dividend accumu- 
lations of $116 per share were offered in ex- 
change a new Alleghany Corp. bond pilus 
warrants. Each $100 par share of the old 
514% preferred stock was to receive $100 
par value of the new bond plus 20 warrants 
giving the perpetual right to buy 20 shares 
of Alleghany Corp. common at $3.75 per 
share. The warrants were offered as an in- 
ducement to the old preferred stockholders 
to exchange their claim to accumulated back 
dividends for a perpetual claim to Alleghany 
common stock—a claim which would be- 
come much more valuable should Alleghany 
common rise in market price. Preferred stock- 
holders holding 100,000 shares of preferred 
stock accepted this plan and thus, 2,000,000 
new Alleghany perpetual warrants were cre- 
ated and are now trading on the American 
Stock Exchange. 

Demonstrating how important it is to 
watch common stock warrants, these new 
Alleghany warrants began trading initially 
around 75c when Alleghany Corp. common 
was selling at $3 on the N. Y. Stock Ex- 
change. When Alleghany common advanced 
from $3 to $11, up 266%, the warrants 
(being the perpetual right to buy common 
at $3.75) went from 75c to 7% on the 
American Stock Exchange. The warrants 
had advanced 950%, 314 times as fast as 
the common. That is how one common stock 
warrant came into existence, and it is a 
fact that most warrants come about through 


reorganizations or issuance of new bonds or 
preferred stock to which common stock war- 
rants are attached and, after issuance, traded 
separately. Common stock warrants possess, 
inherently, such a high potential, that they 
should always be foremost in the mind of 
an investor interested in capital apprecia- 
tion. To see why, here is the story of the 
long-term warrant which produced our 
heading—$500 to $104,000 in 4 years—the 
R.K.O. common stock warrant. 


The R.K.O. Warrant 


In 1940 the Radio-Keith Orpheum Co. 
(R.K.O.) reorganized after some years of bad 
fortune. The old common stockholders seemed 
to fare badly. For each old share they re- 
ceived only 1/6th share new common stock 
plus one warrant, good to buy one share of 
new common stock from the company at $15 
per share. In 1942 R.K.O. common was sell- 


4 ! 1944 1945 


RKO 
WARRANTS 


ing at a low of 2 and with general pessi- 
mism rife, the chance of R.K.O. common ever 
selling above $15, at which point the war- 
rants would begin to have some actual value, 
seemed slim. R.K.O. warrants were, therefore, 
selling on the N. Y. Curb Exchange at only 
1/16 or 6\%4c per warrant. How the picture 
changed in 4 years! As can be seen from the 
chart, R.K.O. common stock advanced to a 
high of 284g on the N. Y. Stock Exchange. 
Now, the right to buy R.K.O. common at 
$15 per share from the company when it is 
selling at $28 per share on the open market, 
must be worth $13, and the warrants did 
sell exactly at $13 on the N. Y. Curb Ex- 
change. That is the story of the R.K.O. 
warrant—$500 invested in these warrants in 
1942 was worth $104,000 four years later. 

Why is the common stock warrant so 
uniquely a potent vehicle for capital appre- 
ciation? The answer is given in a simple 
mathematical fact. 

Between 1942 and 1946 R.K.O. 
stock went from $2.50 to $28: 
Therefore, a $500 investment appreciated to 
$5,600. 

Between 1942 and 1946 
went from 61'4c to $13. 
Therefore, a $500 investment appreciated to 
$104,000. 

The warrant had appreciated 20 times as 
fast as the common stock! 

As is evident now, the common stock war- 
rant is a low-priced call on the future of a 
company, and at times even on the future of 
an industry. Such an opportunity arose in past 
years with a great new industry of limitless 
potential—television. The rapid growth en- 
joyed by some small companies, as distin- 


common 


R.K.O. warrants 
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4 years... 


guished percentagewise from the giants such 
as R.C.A., General Electric and Westinghouse, 
is illustrated by the leaping sales of Hoffman 
Radio, a West Coast ucer of television, 
radio and special electronic apparatus. Those 
sales went from only $29,764 in 1941 to 
$5,112,889 in 1948 and soared to $29,580,510 
in 1950. 
The Hoffman Radio Warrant 


The results were to be anticipated. The 
common stock which sold at a low of around 
1% in 1948 was showing earnings of about 
$7 per share two years later and was selling 
near the 30 mark. There were common stock 
warrants outstanding in the Hoffman Radio 
capitalization giving the right to buy com- 
mon at $4 per share. In 1948 the best bid in- 
dicated by the records for these warrants was 
5c per warrant. Within two years the war- 
rants were $25 bid. Based om these prices a 
$200 investment in Hoffman Radio warrants 
was worth $100,000 two years later. The same 
$200 invested in the common stock would 
have appreciated only to $4,800. Again the 
warrant had appreciated more than 20 times 
as fast as the common. 

To widen the picture even more, the years 
1952-1958 saw a remarkable trend a 
towards issuance of long-term warrants wit 
the result that former opportunities in war- 
rants have multiplied to the extent that they 
can no longer be ignored by any investor in- 
terested in capital appreciation. Below is a 
list of some of the warrants now outstanding, 
many actively trading today, many more of 
which will be actively trading in the months 
to come, and all of which can greatly reward 
your interest. 

A _ Partial Current List of Common Stock 
Warrants 


ACF-Wrigley Stores Ocean Drilling & Expl. 
Alabama Gas Pabst Brewing 
Alleghany Corp. Pac. Cement & Aggreg. 
Armour & Co. Pittsburgh Brewing 
Associated Oil& Gas Producing Properties 
Atlas Corp. Public Service of 
B.S.F. Co. New Mexico 
Belock Instrument Raytheon Mfg. Co. 
Black, Sivalls Reading & Bates 
Brewster-Bartle Reading Tube 
Coastal States Gas I. Rokeach & Sons 
Colonial Sand & Stone Scranton Water 
Cooper Tire Servo Corp. 
Crowell-Collier Sheraton Corp. 

Danly Machine Sidney Blumenthal 
Dunbam-Bush, Inc. Silex Co. 

Fedders Corp. So. Georgia Nat. Gas 
Fibreboard Paper Sperry Rand Corp. 
Food Fair Prop. Standard-Thomson 
General Tire& Rubber State Loan & Finance 
Genung’s, Inc. Stubnitz Greene 

Gulf Sulphur Symington W ayne 
Hilton Hotels Textron, Inc. 

Howe Sound Tri-Continental 
Invest. Co. of Amer. United Industrial 
Jerrold Electronics Van Norman Co. 
Kawecki Chemical Victor Products 
Kerr-McGee Oil Westmoreland Coal 
Kirby Petroleum 
Lunn Laminates 
Lynch Carrier Systems 
Mack Trucks 

Martin Company 
McLean Industries 
Molybdenum Corp. 
National Alfalfa 
Nationa! Theatres 
Nortex Oil & Gas 





Canadian Warrants 


Canada Oil Lands 

Can. Southern Oils 
Can. Brit. Aluminum 
Canadian Husky Oil 
Cree Oil of Canada 
Falconbridge Nickel 
Fruebauf Trailer of Can 
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Urgent Memo: 


PLEASE NOTE as you read the dramatic story attached, that new profit opportunities in warrants are 
opening up every day. Molybdenum Corp. of America Warrants moved from 3.50 in late 1957 to 41 





in current markets, multiplying 12 times. General Tire and Rubber Warrants moved from 4 to 195 
in the last two years. And in the recent past new warrants have been issued for such important com- 
panies as Mack Trucks, Kerr-McGee Oil Industries, Sheraton Corp., Sperry Rand, Martin Company, Hil- 
ton Hotels, Textron and Fedders Corp., to name only a few. An Important Point: in rising markets $100 
invested in warrants cah sometimes show as much appreciation as $1,000 invested in common stocks. 

As a vehicle for large gains on a small investment, warrants are outstanding as this “$500 to 
$104,000” story demonstrates and we cannot emphasize too strongly that these large profits can be 
kept by the speculative investor as capital gains. But you must select with care. To avoid missing cur- 
rent opportunities, send for your copy of THE SPECULATIVE MERITS OF COMMON STOCK WAR- 
RANTS, by Sidney Fried, today. This study gives the full story of the common stock warrant, what 
they are, when to buy worrants, and when to sell warrants. Included is a current list of 
110 warrants you should know about in the coming months. 








Great Northern Gas 
Gunnar Mines 
Industrial Acceptance 
Inland Natural Gas 


Pacific Petroleums 
Patino of Canada 
Quebec Natural Gas 
Rio Tinto Mining 


Jockey Club 

Kilembe Copper 
Loblaw Cos. 

Lorado Uranium 
Marshall W ells of Can. 
North Canadian Oils 
North Star Oil 
Northspan Uranium 


Salada-Shirriff-Hor. 
Spartan Air Services 
Stanleigh Uranium 
Superior Propane 
Traders Finance 
Ventures Lid. 

W ebb & Knapp of Can. 
George Weston Ltd. 


Forbes Magazine, the highly-respected fi- 
nancial periodical, said of THE SPECULA- 
TIVE MERITS OF COMMON STOCK WAR- 
RANTS, by Sidney Fried, that “. . . it throws 
a bright searchlight on a side of investment 
not known, or understood by the average in- 
vestor,” and went on to call the study “.. . 
the definitive work on this fascinating aspect 
of finance.” 

Common stock warrants have such rewards 
for those who understand them that many 
Wall Street professionals and average invest- 
ors alike have praised THE SPECULATIVE 
MERITS OF COMMON STOCK WAR- 
RANTS, by Sidney Fried, as vitally important 
to anyone interested in capital appreciation. 
Proving of real value to all who have given it 
careful reading, this study tells the entire story 
of the common stock warrant—what they are 
—why they are issued—when they may be prof- 
itably bought and sold—the dangers to watch 
for—the opportunities to seek. It has opened 
the door to a field of such potential that an 
investor ignores it only to his own detriment. 

In the list given here, and in the many 
additional warrants now coming on the scene, 
there will be many future opportunities. So 
far we have only suggested what is contained 
in the pages of THE SPECULATIVE MER- 
ITS O MMON STOCK WARRANTS. 
It is our opinion that no investor in- 
terested in capital appreciation can 
ignore the potential of the common 


RHM ASSOCIATES, 
F-162 
Fifth Avenue, 
New York 1, N. Y. 


stock warrant, and many share our opinion 
that this book is the best possible first step to- 
wards taking advantage of this potential. 

e cost of the latest expanded edition is 
only $2. Use the coupon today, and receive 
your copy of this book which, in addition to 
presenting the complete picture of the com- 
mon stock warrant, contains a full descrip- 
tion of all outstanding warrants and describes 
a method by which you can take advantage 
of current opportunities in warrants in to- 
day’s market. 

Careful reading of this book today, will 
help you take advantage of the many war- 
rant opportunities which will almost certain- 
ly develop tomorrow. THE SPECULATIVE 
MERITS OF COMMON STOCK WAR- 
RANTS, by Sidney Fried, deserves to be read 
by every investor. 

Please fill out coupon below 
and mail today. 


1960 Edition $2.00 











Attached is $2. Please send 
- “The Speculative Merits 


of Common Stock War- 
rants,” by Sidney Fried, to- 
gether with Supplement. 

















FOOL MISTAKES 
WERE KEEPING 


ME BROKE 


So | Sent $7 to The 
Wall Street Journal 


I always seemed to make mistakes. I sold 
some land when prices were low. I 
bought a home when prices were high. 

Then one day I picked up a copy of 
The Wall Street Journal. I saw right 
away that it had the facts I needed to 
help me in my personal affairs and in my 
job. So I sent $7 for a Trial Subscription. 

The Journal not only tells me how to 
earn more money — it also tells me how 
to get more value for the money I spend. 
And articles on taxes guide me on what 
to do to keep my taxes down. 

This story is typical. The Journal is 
a wonderful aid to men making $7,500 
to $25,000 a year. To assure speedy de- 
livery to you anywhere in the US., The 
Journal is printed daily in seven cities 
trom coast to coast. 

The Wall Street Journal has the largest 
staff of writers on business and finance. 
It costs $24 a year, but in order to ac- 
quaint you with The Journal, we make 
this offer: You can get a Trial Subscrip- 
tion for 3 months for $7. Just send this 
ad with check for $7. Or tell us to bill you. 
Address: The Wall Street Journal, 44 
Broad St., New York 7 N. ¥.' FM 9-1 











We offer the ‘Put & Call Option 
Course’’— held at the Biltmore 
Hotel continuously since 1957 — 
now by mail. For free details 
Phone YUkon 6-8335 or Write 


THOMAS, HAAB & BOTTS 
“So ur Put & Cail ou vork a uY. 


MAIL 








SUNDSTRAND 


SUNDSTRAND 


CORPORATION 
+ 


DIVIDEND NOTICE 


The Board of Directors de- 
clared a regular quarterly 
dividend of 25¢ per share on 
the common stock, pay- 
able September 20, 1960, 
to shareholders of record 
September 9, 1960. 


G. J. LANDSTROM 
Vice President-Sccretary 











PSTOCK ANALYSIS 


by HEINZ H. BIEL 


Preventive Medicine 


THRICE within a little more than two 
months the Federal Reserve Board 
applied the conventional measures of 
monetary policy to stimulate the eco- 
nomic life of this country. It cut the 
rediscount rate from 4% to 34% on 
June 2 (while the British and Ger- 
mans raised theirs at about the same 
time); on August 8 bank reserve re- 
quirements were lowered to make as 
much as $3.6 billion of additional lend- 
able funds available to the banking 
system; and on August 11 the redis- 
count rate was reduced again to 3%. 

One thing is sure: if a recession 
should develop in the months ahead, 
no one can possibly blame the FRB 
for having acted too late or having 
done too little. The Federal Reserve, 
perhaps chafing under the criticism 
leveled against it on previous occa- 
sions, not only has been timely in tak- 
ing its foot off the brake, but it also 
lost no time whatever in stepping on 
the gas. 

The FRB’s recent actions are cou- 
rageous. I don’t mean that it might 
be accused of playing politics by at- 
tempting to provide a favorable busi- 
ness climate prior to Election Day. I 
sincerely believe, and I hope not 
naively, that the Board is “above poli- 
tics.” The risks are of a different 
nature. 

1) The discrepancy between inter- 
est rates in this country and Britain 
and Continental Europe may be 
stretched too far, causing a transfer 
of bank deposits and a resulting loss 
of our gold holdings. Even though we 
can afford to lose quite a lot of gold 
before feeling a serious pinch, any 
sustained drain on our gold reserves 
is a source of possible concern, if not 
embarrassment. However, perhaps it 
is better to find out now to what ex- 
tent a policy of cheap and ample credit 
will adversely affect our balance of 
payments than later when it may be 
more difficult to take corrective steps. 

2) Preventive medicine is wonder- 
ful if you are sure that it prevents. 
The inherent danger is that it may 
cause immunity—not to the disease, 
but to the drug. In other words, if 
the prevention should prove ineffec- 
tive, if these measures of the FRB to 
make credit both cheap and plentiful 
should fail to arrest the threat of re- 
ceding business activity, then we 
might find ourselves in the unpleasant 
position of having spent our ammuni- 
tion long before the battle is joined. 

Monetary policy is not an exact sci- 


| ence where one can predict with 


certainty what is 

going to happen. 

There is much in 

this field of eco- 

nomics that is em- 

pirical, if not ex- 

perimental. So all 

we can do right 

now is to cheer the FRB for its timely 
action and to. say a hopeful prayer 
that preventive medicine will work. 

Despite several assaults, none of 
them very emphatic, the 600 level of 
the DJ industrial average has proved 
to be a pretty solid bottom. How 
meaningful such technical, if not acci- 
dental, support levels are, is open to 
question. It is usually after Labor 
Day rather thhn during the doldrum 
days of the summer that the definite 
market trend asserts itself. 

Personally, I am not too confident 
that the stock market has already 
seen its lows for the year. Prices are 
still very high, high for companies 
reporting disappointing earnings, and 
even higher for those whose profit 
trend continues favorable. Therefore, 
the following comments on individual 
stocks should be read in conjunction 
with this reservation. 

The DJ industrial stock average has 
been selling at nearly 20 times earn- 
ings for the past 12 months. If this is 
the average, then it would seem to 
me that any sound growth stock sell- 
ing at anywhere near this ratio is 
comparatively fairly priced. Gillette 
Co. (85) falls into this category. The 
company’s new SUPER BLUE blade has 
met with extraordinary success. Earn- 
ings this year bid fair to approach $4 
a share, permitting a dividend hike to 
perhaps $2.75-$3 for this company 
whose financial strength is superb. 
Any company which successfully re- 
asserts its leadership time and again, 
steadily improving the quality of its 
products and adding to the scope of 
its activities, would seem to have 
solid investment merit. Stocks like 
Gillette should not be bought in the 
expectation of spectacular perform- 
ance which is more likely to be found 
in a company whose earnings growth 
is more conjectural. But the investor 
seeking a fair return and a promise 
of capital appreciation is likely to find 
Gillette a satisfactory stock. 

International Telephone & Tele- 
graph (42) is another company, 
though of an entirely different char- 
acter, selling close to the same 20 
times earnings ratio as the DJ aver- 
age but likely to produce above aver- 
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age results in the years ahead. The 
“corporate image” of IT&T still seems 
to be blurred by the memories of the 


past of a company beset by interna- | 


tional problems of a serious nature. 
What is now emerging is a corporation 
which enjoys prominence as a manu- 
facturer of military and commercial 
electronics and of telephone equip- 
ment. IT&T’s telephone operating sub- 
sidiaries are no longer of decisive 
significance, accounting for only about 
8% of total revenues; the loss of its 
Cuban investment, for instance, has 
no material bearing on the company’s 
earnings nor does it lower the invest- 
ment merit of the stock. 


WORLD’S HIGHEST EARNINGS 





ERE A two-pound California fruitcake 

will be sent to you as a free gift 
GIF when you open an insured sav- 

ings account for $1,000 or more. 
This delicious fruitcake is chock-full of 
sun-ripened, sugar-cured fruit and plump, 
flavorful almonds, and comes to you in a 
decorative, re-usable tin cannister. Profit 
twice—in higher earnings, in bonus gifts— 
at World Savings! 
* Dividends compounded quarterly + Resources now 
over $58 million + Each account insured to $10,000 
by the Federal Savings and Loan Insurance Corpora- 
tion * Air mail postage paid both ways + Accounts 
opened by the 10th earn from the 1st. 
Air mail funds to: Wilshire Office of 
AND LOAN 


WORLD SAVINGS éscc'<.0n 


For the past 12 months IT&T has 1926 Wilshire Bivd., Los Angeles 57-J, California 


been undergoing a major managerial 
and structural reorganization under 
its new president, Harold Geneen, 
who has an impressive record of ac- | 
complishment in this field. Obviously 
it is not feasible to revamp overnight 
a colossus which operates in some 24 
countries, has more than a hundred 
plants and about 136,000° employees. 
Earnings in 1960 will not rise appre- 
ciably above the $1.90 a share reported 
last year, nor is there any likelihood 
of an early increase in the present $1 
dividend rate. However, IT&T’s po- 
tential earnings growth over the next 
few years seems at least as good as 
that of many less firmly established 
corporations whose shares are selling 
at 40 times estimated profits. 

Finally, I should like to call atten- 
tion again to two stocks which were 
suggested in recent months and whose 
performance is coming up to expecta- 
tions, namely Walgreen Co. (59) and | 
American Optical Co. (62). 

Although held back somewhat by 
opening expenses of a large number 
of new stores, Walgreen’s (Forses, 
Mar. 1) net income will reach a new 
peak of about $4.55 a share for the 
fiscal year ending Sept. 30, 1960, and 
there is no reason to doubt continu- 
ance of the favorable earnings trend. 
The modest cash dividend rate of $1.60 
a share was again supplemented by a 
3% stock dividend, leaving about $4 
million of retained profits plus more 
than $2 million of depreciation to fi- | 
nance future growth. The stock re- | 
mains attractive at only about 12% | 
times current earnings. 

The same comment 
American Optical (Forses, June 1) 
which fluctuated rather violently in 
recent months, jumping to 67 and 
then reacting to 53%. With record 
earnings of $4 a share in sight for 
1960, this leader of optical products is 
fairly priced, particularly in view of 
the potential gains resulting from the 
company’s activities in the field of 
military optics, scientific instrumenta- 
tion and fiber optics. 


FREE BOOKLET! ‘Why Investors Look to California” 





DIVIDEND NOTICE 
MIDDLE SOUTH UTILITIES, INC. 


The Board of Directors has this day de- 
clared a dividend of 25¢ per share on 
the Common Stock, payable October 1, 
1960, to stockholders of record at the 
close of business September 8, 1960. 
D. J. WINFIELD 


Treasurer 


SERVING THE MIDDLE SOUTH 
Arkansas Power & Light Company 
Lovisiana Power & Light Company 
Mississippi Power & Light Company 
New Orleans Public Service Inc. 


August 19, 1960 


Utility service by tax-poying, 
pee Bena : 





mode this ‘ividend pestle. 











63rd Consecutive Distribution 


institutional 
foundation fund 


The Board of Directors has declared a 
quarterly dividend of 10¢ per share, from 
investment income, payable Sept. 1, 1960, 
to shareholders of record, August 1, 1960. 


INSTITUTIONAL SHARES, LD. 


85 Broad Street, New York, N. Y. 

















TEXAS PACIFIC COAL AND OIL COMPANY 
o* S8e *, 
applies to e x 


Cash Dividend 


No. 204 
Wilmington, Del., August 15, 1960 


September 2, 1960 

The Board of Directors hos declared this 

doy regular quarterly dividends of $1.12'/) ° 
@ share on the Preferred Stock—$4.50 
Series ond 874.¢ co shore on the Pre- 
ferred Stock——-$3.50 Series, both poy- 
able October 25, 1960, to stockholders of 
record at the close of business on October 
10, 1960; also $1.50 o shore on the 
Common Stock as the third quorterty in- 
terim dividend for 1960, peyoble Septem 
ber 14, 1960, to stockholders of record ot 
the close of business on August 22, 1960. 


P. S. pu Pont, Secretary 


¢ e 
*aas* 


At the regular monthly meeting held July 22 
1960, the Board of Directors declared a regular 
quarterly cash dividend of 30 cents a share, pay- 
able September 2, 1960, to stockholders of record 
at the close of business August 11, 1960 


By J. I. Norman, Secretary 
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For Only $5, You Can 


TRY BARRON’S 
FOR 17 WEEKS 


to help your money grow 


Here is a way to discover, at low cost, how | 


Barron’s National Business and Financial 
Weekly gives you complete financial and 
investment guidance—the equivalent of 
numerous special services that cost much 
more. A trial subscription—17 weeks for 
only $5—brings you: 

verything you need to know to help 
you handle your business and investment 
affairs with greater understanding and fore- 
sight . . . the investment implications of cur- 


rent political and economic events, and | 


corporate activities ...the perspective you 
must have to anticipate trends and grasp 


protiets investment opportunities ...the | 
nowledge of underlying trends, immediate | 


outlook, vital 


edited to conserve your time, yet keep you 
profitably informed. 

No other publication is like Barron’s. It 
is the only weekly affiliated with Dow 
Jones, and has full use of Dow Jones’ vast, 
specialized information in serving you. 

Try Barron’s and see for yourself how 
this complete weekly financial news service 
gives you money-making, protective in- 
formation you need in managing your busi- 


ness and investments wisely, profitably, in | 


the eventful weeks ahead. 

Only $5 for 17 weeks’ trial; full year’s 
subscription only $15. Just send this ad 
today with your check for $5; or tell us 
to bill you. Address: Barron’s, 392 New- 
bury Street, Boston 15, Mass. F-91 


HOW TO MAKE 
SHREWD 
SPECULATIONS 


in stocks under $5 or $10 


Now you can get revealing reports giving 





expert analysis and opinion on investment | 


bargains in little-known stocks. These are 
stocks of HIGH-GRADE companies that 


are well managed, have good earnings | 


prospects, yet are overlooked by the aver- 
age investor. We specialize in the selection 
of these stocks selling under $5 or $10. 


FREE TRIAL OFFER: No obligation. 
Just send name and address on a postcard— 
or mail coupon below—for a full month's 
subscription. See for yourself how you can 
benefit from “hidden” stocks that may 


show unusual profits on just a small in- | 


Hl Selected Securities Research, Inc., } 
| Dept. F-90, Seaford, L.1., New York 


! 
Send me your SSR reports for 1 month’s ! 
| FREE trial. | 
| 





news and statistics, which | 
indicate real values of securities. Compactly | 








INVESTMENT POINTERS 


by A. E. RHINEHART* 


Sermon from the Sandhills 


InN ALL probability, there has never 
been a period in which our standards 
of investment value and judgment 
have been so completely challenged 
as in the past year or more. Nor have 
we yet emerged from that period, al- 


| though we are apparently beginning 
| to stabilize our thoughts a bit. The 


sudden dawning of the Magic Age has 
undoubtedly provided the greatest 
impact on valuations, as they are 
registered in the market place, in our 
contemporary experience. But there 
is another major factor which is re- 
vealing itself less suddenly, but very 
effectively, in share valuation at this 
time. It is a factor which everyone 
has expected to face sooner or later— 
but perhaps not so soon—and it is the 
basic factor of higher labor costs, and 
the resultant higher material costs 
providing lower earnings in spite of 
greater volume. The importance of 


| this cannot be overemphasized as an 


item of judgment of the future. We 
have entered upon a period of lower 


| earnings caused most importantly by 
| high labor costs. 


The first six months earnings figures 
of 1960 have brought this forth for the 
serious consideration of every investor 
and money-manager. As a result we 
had generally depressed prices while 
this period was being lived through. 
However, it seems reasonable to con- 
clude now that this force has for the 
time being been rather fully dis- 


counted, as share 
prices for the first 
time in a long 
while have had a 
growing tendency 
to ignore’ bad 
news. However, 
the consideration 
of higher costs from labor and taxes 
cannot be put aside indefinitely. It is 
this combination which will finally 
seriously impair, if not destroy, the 
income on equity invested capital and 
thus impair capital value itself, unless 
it is restrained. The outlook for ef- 
fective restraint is doubtful indeed as 
far as political effort is concerned. 
There has been one very consistent 
characteristic in market behavior 
throughout this last long period of 
irregularity, and that is light volume. 
It really bespeaks investor confidence 
in industrial management in revealing 
an unwillingness on the part of the 
many to liquidate their holdings. In- 
deed, there are numerous holders of 
blue chips whose ownership has no 
concern over income and compares 
with the ownership of gold where 
there is no income but an unquestion- 
able faith in enduring value. By in- 
ference it also points up lack of con- 
(CONTINUED ON PAGE 54) 


*Mr. Rhinehart, Resident Manager of the 
Southern Pines, N.C. office of Eastman Dil- 
lon, Union Securities & Co., is a guest colum- 
nist for J. Donald Goodwin who is on vaca- 
tion. 


MARKET AVERAGES—STANDARD & POOR’S “500” 


WEEKLY RANGE 
*— HIGH 
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50 UTILITIES 
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It's good 
to own growth stocks! 


The following tabulation shows you why, and it also shows you 


the good results you may expect from a carefully researched 
service such as AMERICA’S FASTEST GROWING COMPANIES. 
PERCENT CHANGE IN MARKET PRICE 


Dow-Jones Industrial Average 





Investment Trust Average 





Addressograph- Multi. 
Aerojet-General 
Air Control Products 


Akron Brass 
Albertson's, Inc. 
American-Biltrite Rubber 


American Distilling 
American Hardware 
American Home Products 


American Hospital Supply 
American- Marietta 
American Photocopy 


Ampex Corp. 
Anken Chem. & Film 
Arkansas Louisiana Gas 


Avon Products 
Aztec Oi] & Gas 
B. 8. F. Co. 


B. T. L. Corp. 
Baxter Laboratories 
Bayless (A.J.) Markets 


Beauty Counselors 


Bobbie Brooks 
Bowmar Instruments 
Brille Manufacturing 


Bristol-Myers 
Broadway-Hale Stores 
Brunswick Corp. 


Brush Beryl!ium 
California Liquid Gas 
Carter Products 


Cence Instruments 
Coastal States Gas 
Check Full O'Nuts 


Columbia Broadcasting 
Centrels Co. of America 
Curtis Industries, Inc. 


DeJur-Amsco 
Diebold, Inc. 
Diners’ Club 


Drackett Co. 
Duffy Mott Co. 
East Tenn. Nat. Gas 


Eastern Lime 


These are 


AMERICA’S FASTEST GROWING 


First Charter Financial 
Florida Power & Light 
Fla. Water & Utilities 


Franklin Life Insurance 
Franklin Nat. Bank, L. 1. 


General Reinsurance 
Georgia-Pacific Corp. 
Giant Pertiand Cement 
Glasspar 

Haleid Xerox 

High Veltage Engineering 


Holiday Inns 
Holt, Rinehart & Winston 


Inter. Business Machines 
Inter. Rectifier 
Interstate Hosts, Inc. 


Jetronic Industries 
Lafayette Radio Electrn's 
Lay, H. W., & Co. 


Litten Industries 
Lucky Stores 
Manpower, Inc. 


Marquardt Corp. 
Mays (J.W.), Ine. 
McDonnell Aircraft 


Meadow Brook Bank 
Merck & Co. 
Miles Laboratories 


Nat'l Aeronautical 
National Propane 
Nestle-LeMaur Co. 


New Jersey Nat. Gas 
New Yorker Magazine 
Nielsen (A.C.) Co. 


Northern Trust 
Norwich Pharmacal 
Orange & Rockland Util. 


Pacific Hawatian Products 
Paddington Corp. 
Pall Corporation 


Pan American Sulphur 
Papercraft Corp. 
Parke, Davis 





Cc 
Fairmont Foods 





COMPANIES 


Polarad Electronics 
Polaroid Corp. 
Pertable Electric 


Prentice-Hall, Inc. 
Purex Corp. 
Radiation, Inc. 


Rare Metals 
Revien 
Rexall Drug & Chem 


Reynolds (R.J.) Tobacco 
Readway Express 
Rorer, W. H. 


Ryder System 
Seott & Feiser 
Scott (0. M.) & Sons 


SeaPak Corp. 
Security Freehold Pet 
Simplicity Manufacturing 


Smith, Kline & French 
Speedry Chemical Prods 
Standard Shares 


Stinnes (Huge) Corp. 
Step & Shop 
Suburban Gas 


Talcott (James) 
Tampax 
Technical Material Corp 


Texas Instrument 
Therme King 
Thiokel Chemical 


Thompsen Fiber Glass 
Thrifty Drug Stores 
Tractor Supply 


Union Bank, L. A. 
Union Texas Natural Gas 
U. 8. Chem. Milling 


U. 8. Vitamin 
Universal Match Corp. 
Upjohn 


Varian Associates 
Virginia Dare Stores 
Walter (Jim) Corp. 


Warner-Lambert 
Westen (Geo.) 
White Stores 


Winn-Dixie 
Witco Chemical Co. 
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12 Months 7 Months 
to 12-31-59 to 7-31-60 
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90 + 19 


The current 
GROWING 
topics: 

e GROWTH STOCK PORTFOLIO OF JOHN S. 
HEROLD, INC. 
COMPOUND PROFIT 
STOCKS 
NEW GROWTH COMPANIES 
GUIDE TO INVESTMENT SELECTION 
PRICE RECORD OF GROWTH STOCKS 
GROWTH COMPANY PROSPECTS 
GROWTH STOCKS FOR THE BARGAIN 
HUNTER 
If you are an experienced investor who does not 

need to be told what to buy or sell but prefers to 

make his own decisions on the basis of carefully 
presented facts. AMERICA’S FASTEST GROW- 

ING COMPANIES will be of unusual interest to 


you, 


issue of AMERICA’S FASTEST 
COMPANIES the 


covers following 


GROWTH OF 150 


To start a 3-month trial subscription at the in- 
troductory rate of $10 merely complete the at- 
tached order form and return it to us now. 


JOHN S. HEROLD, INC. 


25 Greenwich Ave. + Greenwich, Conn 


Please start my 3-month trial subscription to 
“AMERICA’S FASTEST GROWING COMPANIES" 


the monthly service which systematically uncovers the leading 
growth companies and keeps subscribers constantly advised on 
their progress and prospects. 


Company 
Street 


CM ohne ded cde bCae ese wee Zone ......State 


( Please bill me for $10.00 [( Bill Company 
[] Enel. is check 











DO YOU 
OWN ANY OF 
THESE STOCKS? 


General T: 

& Electronics 
Oliver Corp. 
Hazeltine Corporation 
Pennsylvania R. R. 
Erie R. R. 
Crowell-Collier 
Aluminium Ltd. 
General Motors 
Greyhound 
Tennessee Gas Transmission 
Punta Alegre Sugar 
New York Central 
Aveo 
Granite City Steel 
International Harvester 
General Tire 
Fairchild Eng. & A. 


Are you planning to 
buy them? Check first 
with Babson’s — the 


sonal investment ad- 
visory service. 

AT NO COST OR 
OBLIGATION, we'll 
check your list against 


REPLACE LIST of 
more than 1400 com- 
pany situations. 
Today's great 
uncertainty 
stock check extremely 
valuable. Check any 7 
stocks listed here you 


arket 


1 
Standard Oil of New Jersey 
Columbia Gas 


Radio Corporation to buy and mail this 


i i ; ad today. NO COST 
ol 
Colifomie Pecking” | OR OBLIGATION. 


BABSON’S REPORTS, INCORPORATED 
Dept. F-112 
Wellesley Hills 81, Mass. 








25% MARGIN! 


For leveraging funds, HIGH-REBOUND con- 
vertible bonds (at 25% margin) are superior to 
common stocks A. 70% margin) & warrants! 
For i} tactics & Rebound 
ratings on all major growth convertibles, use 
—— below to order Karl N. Kaiser’s latest 
manua 





CAPITAL GAINS srien., INC. 
Suite 208, 333 $. Beverly Drive, 
Beverly Hills, Callt. 


I enclose $3; please send manual 
Rebound Convertible Bonds” 
month trial to follow-up service. 


“High- 
and FREE 2- 


snoTaTED 


“a seal: 


STEEL 
” CORPORATION 


COMMON STOCK DIVIDEND NO. 122 
A quarterly dividend of 25 cents a 
share, declared July 26, 1960, will be 
paid Sept. 15, 1960 to holders of record 
at the close of business Sept. 1, 1960. 


R. A. YODER 
Vice President—Finance 





Country's oldest per- | 


our master HOLD or | 
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own or are planning | 
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TECHNICAL PERSPECTIVE 


Countermeasures 


| In THE preceding article, I discussed 
the sharply increased popularity of 
speculative buying and selling “on 
stop” and the market problems that 
can result from it, especially when 
volatile stocks in small floating sup- 
| ply are affected. 

One especially dramatic example of 
this popular “technique” being wide- 
| ly and thoughtlessly applied is the 
recent price history of the stock of 
Marquardt Corp. of which only some 
14 million shares are outstanding. 
In June, at least two advisory serv- 
| ices that I know of, with a substan- 
| tial combined readership, suggested 

purchases on stop 28, to be protected 

after execution by orders to sell at 

22 on stop. Within a matter of days 

the buy stop at 28 was touched off. 
| Under eager follow-up buying, the 
| price ran up to 31%, only to drop 

back immediately to 28%. Subse- 
quently, the reaction carried down to 

27; then the price rallied to 29%, set- 

tled back to 24, and finally, two weeks 

after the upside breakout at 28, the 
| Sell-stop at 22 was caught. 

A subsequent rally to 26% set up a 
new buy-stop point at 27, and the 
next following reaction to 22% estab- 
lished a new sell-stop point at 22. 
Shortly thereafter, a rally caught the 
buy-stop at 27 and continued to 28%. 
The price then promptly dropped to 
24. As I am writing this, Marquardt 
holds at around 25, and the sell-stop 
at 22 presumably is still in effect. 

Thus the stop-order “technique” 
resulted in a double whipsaw: stock 
| bought at 28 was sold at 22, then re- 
| purchased at 27, making a book cost 
| for the position of 33, plus brokerage 

expenses. But Marquardt’s sequence 

of exaggerated rallies and declines 
illustrated a very common experi- 





by JOHN W. SCHULZ* 


ence: after a stop 

is touched off, the 

price movement 

very often returns 

toward the stop- 

out point. With a 

little patience and 

good planning, 

both buyers and 

sellers in Marquardt could have ob- 
tained much better prices than their 
stop limits; and conversely buying 
and selling ahead of the known stop- 
out points would have been quite 
profitable. 

Where stocks with larger capitaliza- 
tions are involved, the situation is 
generally less sensitive; but even so, 
the price tends to “pull back” from 
buy and sell-stop extremes. Take, for 
example, the case of Avco Corp. (AV, 
about 16). The lower of our two 
Point & Figure charts shows this 
year’s price-reversal action plotted in 
units of a half point each. Arrow A 
points to the first buy-stop level at 
15, where the June rally completed 
the entire 12-14% trading range be- 
tween columns 1 and 2 as a reversal 
base (change of trend to the upside). 
The early June reaction low at 12% 
established a sell-stop point at 12 
(arrow Z), according to the “tech- 
nique.” 

The June breakout at 15 induced 
enough additional buying to push the 
price to 15%, but then the normal 
pullback set in and by early July the 
price was down to a reaction low of 
14 (column 4). Meanwhile, the in- 
creased activity in AV shares had 
drawn a good deal of attention, and 
the stock began to receive numerous 

(CONTINUED ON PAGE 56) 


*Mr. Schulz is a partner in Wolfe & Co., 
members of the New York Stock Exchange 
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HOW TO USE THE 


ADVISORY SERVICES 
C H A RT C RA FT M ET H 0 D Charteraft, Inc. publishes three advisory 


of Point and Figure Trading 


ET’S get one thing straight before you 
continue “yz f is ad. If you want to 
buy stocks for the long pull, put them 
away and not look at them anymore then 
stop right now. This is not for you! it you 
consider yourself a trader in the stock mar- 
ket or commodity market, or if you want to 

me a trader, or if you want to know 
about trading, then read on. 


TODAY'S STOCK MARKET 


There isn't anyone who can tell you where 
the stock market is going. A lot of people 
think they know but will never say for sure 
that the market is going up or the market is 
going down. Just take a look at various ad- 
visory ads and you will note that some say 
“Big boom ahead” or “A slump this fall. 
How can you make up your mind what ad- 
vice to accept? If you're like me you'll just 
keep trying all the different services that 
catch your eye. You will have gains and 
losses and ultimately switch to another serv- 
ice after taking a shellacking in the long run. 

Well, your next question is obvious. No, 
we're not sure where the market is Ps 
either. But, we do take advantage 
market whether it is foing up or down. , 
other words, our philosophy is buy long 
when the market is going up and sell short 
when the market is going down. Now, how 
do we determine when to buy our stock and 
what stock to buy? 


TWO APPROACHES 


aa problem of the purchase of stock in 

rticular company can be approached 

in a r of two ways. way is to pose the 

roblem as: “SHO I BUY THE STOCK 

OF THE XYZ COMPANY?” The other is to 

th roblem as: “W SHALL I 

Buy STOCK OF THE XYZ COM- 
PANY?” 


The rson who asks the question 
“SHO I?” is taking the fundamental ap- 
proach to stock market analysis. The person 
who asks the question “ SHA 1?” 
is taking the technical approach to stock 
market analysis. 


Tee Syaferpentatiet bs wit 
larity of products, position 
" srreletice penton fe 
eneet® with poy nt accumu- 
lation and dis le 


Practically all stocks have substantial 
moves at one time or another. Fluctuation in 
price is as Spas of a “blue —_ 4 as of a “cat 
and dog.” No stock goes up price of its 
own accord Betoce a stock goes up it gener- 
ally F mee through a period of accumulation 
by “insiders It is passing from “weak 
hands” into * “strong hands” until demand is 
greater than eupely and the upward move is 
on its way. 

gust tak a Tr in price, it usually 

wensiders. od of distribution by the 
one a Pe is pass from “strong 
hands” into ‘ rack hands.” When support is 
withdrawn, supply overcomes demand and 
the panick ownward move is on. The 
technician concerned with the right time 
to buy and the right time to sell short. He at- 
tempts to determine the moment when either 
supply or demand has taken control of the 
situation. He is an “outsider” making use of 
various techniques to determine what the 
“insiders” are doing. 


p- GA AY By A, 
is Point and Figure charting and interpre- 
ae ome Ones. 3 “ts ths feck 
Suse. Se seo ane epplication in both 
Gat car hose te Oneaes. 
Thus, if you are interested in this type of 
a = sue and sure way, why not fill 
in the and order our book “The 


Charteraft 1 ethod of Point and Figure Trad- 
ing.” 
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THE CHARTCRAFT 


services based on the principles and tech- 
niques discussed in the book. There is 
no doubt that you can be your own stock 
market advisor by applying the necessary 


LET’S TAKE ONE STOCK AS AN time and effort that is required to fully 


understand and master the Chartcraft 


EXAMPLE OF HOW THE CHART- Method of trading in stocks or in com- 
CRAFT METHOD IS USED. modities. However, if you cannot devote 


The chart of Ampex Corporation, shown on this the hours required in maintaining and in- 
page. indicates that a buy signal was given at 77 terpreting your Point and Figure charts, 


September, 1959. While the stock was being 


accumulated between 73 and 76 it should not have the research staff of the Chartcraft Ser- 


vices will do it for you. Not only will 
you be relieved of the burden of main- 
taining charts, but you will also benefit 
from years of experience in interpreting 
these charts. 


© Chartcraft NYSE Service 


A weekly service covering over 500 stocks 
traded on the New York Stock Exchange 
—supplies you with the price changes 
necessary for the maintaining of your 
own charts, if you should choose to keep 
charts—gives you the buy and sell sig- 
nals, the stoploss points and the price 
objectives—recommends a Stock of the 
Week and four or five other trades which 
are outstanding in the opinion of the 
editors, illustrated by actual Point and 
Figure Charts. SIX WEEK TRIAL SUB- 
SCRIPTION ONLY $10. 


© Charteraft ASE Service 


A weekly service covering over 300 stocks 
traded on the American Stock Exchange 
—this is the only technical service de- 
voted exclusively to the “smaller” board 
—applies the Chartcraft technique to 
lower priced stocks where gains can be 
phenomenal percentagewise—gives you 
the buy signals, sell signals, stoploss 


boon bonat t. At, this time, however, an order to points and price objectives—features a 
mper a snou ave nm pia 7 
Unt the breakthrough at 77 on a Triple Top for- Stock of the Week and four or five other 


no use havin 


funds tied up in this recommendations, illustrated by actual 


re is 
stock as there is no telling when the upward move Point and Figure Charts. SIX WEEK 
kthrough above previous b mg ives the TRIAL SUBSCRIPTION ONLY $10. 


would begin. 


The brea 
timing of when to establish the trade. e chart 


rose, 


Mio chart indications, t0 7,83. © Chartcraft Commodity Service 


ly to 1 


Between 126 and 136 
pre started to form -y top of distribution and 


the chart gave a sell signal at 124—the point at A weekly service Covering the most popu- 
which the stoploss order would take effect. lar commodities—wheat, corn, oats, rye, 

This top wae formed in November, 1959. From soybeans, soybean meal, lard, cotton- 
September 1959, the 


to November 


chart showed 


how to make 8 potenciat profit of 47 points. In the seed oil, sugar, eggs, coffee, cocoa, wool, 


same manner 


stopped out in February 


ne mas chart indicated a go short signal cotton, copper—gives the buy, sell, stop- 
at y lowering the 4 106. = loss points and price objectives—weekly 


showed another possible ‘profit of 18 points point and figure charts supplied on each 


Mite fe 0 wane Stet cad coma connate, of 
how the Chartcraft M 

Sartorel PE Coe more a 
amples various formations 

shown ha Gn chee ea ook MAIL COUPON 


ONLY $2 or FREE 
with Any Trial 


Our book, ‘‘THE 
CHARTCRAFT METH- 
OD OF POINT AND 
FIGURE TRADING,” 
gives the technical ap- 
roach to the mechan- 
cs of trading stocks, 
bonds and commodi- 
ties. A “must” for the 
at me | and trader in- 


in making po- 
tentially quick profits 
with the greatest 
amount of protection 


commodity. SIX WEEK TRIAL SUB 
works. The SCRIPTION ONLY $10. 








TODAY! NOTE! 

The Chartcraft 
CHARTCRAFT, INC., Dept. F-12 Method book is 
(A Division of Business Reports) free with any $10. 
1 West Avenue, Larchmont, N. Y. trial subscription. 











Gentlemen: 


I am interested in learning more about the Chartcraft Meth- 
od of Point and Figure Trading. Please send me the items 
checked below for which I am enclosing $ 


[) The Chortcraft Method of Point and Figure Trading . .. . 
() Chertcraft NYSE Service—6 Week Trial ............. 
(0 Chertcraft ASE Service—é Week Trial 

(C0 Chertcraft Commodity Service—6é Week Trial 








Just Published— 
A COMPACT STOREHOUSE 
OF INFORMATION FOR 
THE SERIOUS INVESTOR 


Here, in a single volume, are 55,000 basic facts 
about 2,000 corporations listed on the New York 
and American Stock Exchanges. Perhaps never 
before have so many significant aids to sound 
investment decisions been made so readily avail- 
able. Contains countless clues to money-making 
opportunities. Before you buy—or sell—another 
security, you should fortify yourself with the facts 
and guidance in... 


FINANCIAL WORLD’s 
“STOCK FACTOGRAPH” MANUAL 


Completely indexed and written in non-technical 
language. Gives corporation history, sources of 
revenue, properties, market areas, financial posi- 
tion, earnings records, growth potential, dividend 
and stock split record. price range. of stock, PLUS 
EXPERT INVESTMENT OPINION ON MORE 
THAN 1,000 OF THESE COMPANIES. 


ACT NOW— 
NO MORE EDITIONS THIS YEAR 


This ts the 46th Annual Edition—proof of its 
value to investors—-and each one has been sold 
out quickly. Buy it at $5—or get it FREE with a 
6-month trial subscription to FINANCIAL 
WORLD 's comprehensive 4-part Investment Serv- 
ice which includes 26 weekly issues of FINAN- 
CIAL WORLD, 6 monthly supplements of “‘In- 
dependent Appraisais” of up to 1,800 stocks. 
Personal Advice-by-Mail as often as once a week 
on any stock you inquire about that interests you 
at the particular time .. . ALL FOR $12! Addi- 
tional savings: all the above for one year only $20. 


30-Day Money-Back Guarantee 


Take your choice but return your order and pay- 
ment with this ad today—late orders may be 
delayed. 


57 Years of Service to Investors 


FINANCIAL WORLD 


Dept. FB-9) 
17 Battery Place, New York 4, N. Y 











Weystone 


A Mutual Investment Fund which seeks 
HIGH CURRENT INCOME from se- 
lected Stocks and Bonds without undue 
risk to capital. 

== For FREE descriptive Pro- 
spectus, mail this ad with your name 
and address to Dept. G-26 

THE KEYSTONE COMPANY 


50 Congress Street, Boston 9, Moss. 





| Vance, Sanders & Co.: 
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THE FUNDS 


Sales: 
MIXED BAG 


In Juty—for the fifth straight month 
—mutual fund sales fell below the 
levels of a year ago, the National As- 
sociation of Investment Cornpanies 
reported last month. The July total 
of $167.7 million marked the worst 
monthly drop so far this year—a wor- 
risome 24% below the year before. 
For the first seven months of 1960 as 
a whole, sales totaled $1.3 billion, 9.4 
below the same period in 1959. 

This persistent but fairly mild over- 
all decline, however, masked some 
curiously mixed trends. Of the na- 
tion’s ten largest funds, two actually 
increased their sales over last year. 

One of these, United Fund group’s 
Accumulative Fund (total assets: $360 
million), did so only by a thin margin; 
six-month sales of $38.3 million were 
up 3.8%. Yet it was a gain in a time 
of general decline. At his Kansas City 
headquarters, Al Hillmond, president 
of Waddell & Reed, the fund’s dis- 
tributors, had a ready explanation. He 
gave credit to the fact that he depends 
on his own 4,200-man sales force 
rather than on dealers. “That’s the 
key,” said he. “Dealers are inclined to 
back off when the stock market gets 
rough. We keep on pushing.” 

No Pattern Save Growth. Maybe so, 
but Investors Mutual, the nation’s 


| biggest mutual fund (total assets: $1.5 


billion), also has its own captive sales- 
men (the Investors Diversified Serv- 
ice’s organization) and yet its sales 
were down 8.2% so far this year. 

If there was a trend, it seemed to 
be that investors were bored by con- 
ventional funds but enchanted by 
“growth.” Thus, sales of eighth-ranked 
Massachusetts Investors Growth Stock 
Fund (total assets: $373 million), the 
only other fund in the top ten to show 
a gain, were up 45%. By contrast, 
second-ranked Massachusetts Inves- 


| tors Trust, its conservative sister fund 


(total assets: $1.5 billion), was down 
25%. Said John McCandless, who 
heads up the sales for both at Boston’s 
“Dealers tell 
us the investor is interested in ‘glam- 
our’ nowadays, not solid long-term 
growth.” 

Exception. Yet a growth label as 
such was no guarantee that a fund 
could buck the trend. It was on the 


| strength of such that Chicago-based 
| Television-Electronics Fund had be- 
| come the ninth-largest fund in the 
| nation. Yet its sales were down 10% 


so far this year. Said President 
Charles D. Tripp: “I’m at a loss to 
explain it.” 


Management: 
KING OF THE NO-LOADS 


Wuen—or if—they think about no- 
load funds at all, most mutual fund- 
men tend to assume a somewhat con- 
descending air. While they charge 
regular management fees just as 
other funds do, they do not add the 
usual 8% load charge. Thus they have 
no salesmen to push them. Most have 
remained quite small. 

Yet two no-loads are sizable by any 
standards, and last month both were 
locked in a battle for leadership as the 
biggest of the no-loads. Ahead was 
Loomis-Sayles Mutual Fund with 
assets of $79.8 million. Close behind 
was a longtime Boston neighbor, the 
Scudder, Stevens & Clark Fund, at 
$78.4 million. Both are balanced 
funds, investing substantial chunks 
of their assets in bonds and preferred 
stocks. 

Growing Prospects. Each, too, is a 
by-product of an old-line private in- 
vestment counseling service. “When 
a private portfolio is less than, say, 
$200,000,” says Loomis-Sayles Presi- 
dent Maurice T. Freeman, “it is hard 
to justify paying our $1,500 minimum 
fee. For such people, our mutual 
fund is a logical alternative.” 

Scudder, Stevens & Clark has more 
than one such alternative. President 
James N. White also runs a common 
stock fund. Adding its $36 million to 
the balanced fund’s $78.4 million, 
White’s group is by far the largest no- 
load fund now offering shares. 

White’s common stock fund gives 
him an advantage these days. Through 
the first half, White sold $3.7-million 
worth of new shares in the stock fund 
compared with just $2.2 million in the 
balanced fund. Redemptions, too, are 
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43rd Consecutive Dividend— 


The Board of Directors of Indiana Gen- 
eral Corporation, at a meeting held 
August 11, 1960, declared a quarterly 
dividend of 15 cents per share, payable 
on September 9, 1960, to shareholders 
of record as of August 25, 1960. 


ROBERT F. SMITH, President 
August 11, 1960 


Specialists in Magnetic Materials since 1908 
g INDIANA GENERAL 
>. aera 
Valparaiso, indiana 
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Dividends of 56 cents a share 
on the COMMON STOCK, and 
25 cents a share on the $1 
| DIVIDEND PREFERENCE 
|| COMMON STOCK have been 
declared payable September 30 
to stockholders of record at the 
close of business on September 2. 
Checks will be mailed. 
| 
| 
| 


Treasurer 
| 














The Board of Directors of 


CONSOLIDATION 
COAL 
COMPANY 


at @ meeting held today, declared a quar- 
terly dividend of 35 cents per share on 
the Common Stock of the Company, pay- 
able on September 14, 1960, to share- 
holders of record at the close of business 
on September 2, 1960. Checks will be 
mailed. JOHN CORCORAN, 
Vice-President & Secretary 
August 22, 1960. 





Do it... Say it: 


NATIONAL MULTIPLE SCLEROSIS SOCIETY 
257 Fourth Avenve, New York 10, New York 
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much lower in White’s stock fund. 
These sharply differing trends have 


| not gone unnoticed at Loomis-Sayles. 
“We have filed papers to set up a 
| common stock fund of our own,” re- 


ported President Freeman last month. 


| “I think we may be offering shares 


in it by the end of the year.” 


Sales Strategy: 
THE “MERGER” KICK 


For a handful of funds, the acquisition 
of personal holding companies has 
become an important source of new 
money. 

On the surface, this might seem to 
be just another kind of sale. Instead 
of cash, a group of investors pays for 
fund shares by turning over its port- 
folio of securities to the fund. But 
technically, these are not sales. 
Rather, they are tax-free reorganiza- 
tions of the holding companies in- 
volved, with the holding companies 
being “merged” into the fund through 
an exchange of shares on the basis of 
the total assets that come with them. 

More and Bigger. Last month, for 
example, Massachusetts Investors 
Trust got a go-ahead from the Securi- 
ties & Exchange Commission to issue 
shares for the acquisition of Edge- 
mont Securities Co., a holding com- 
pany whose portfolio amounts to some 
$10.6 million. A trend toward more of 
the same was clearly upon the rest of 
the industry. In 1958, there were only 
11 such transactions. Last year, theve 


were 14. With five already completed | 


this year and at least three more 


known to be pending, 1960 could easily | 


top it. Last month, in fact, a new 
mutual fund was started solely by 
bringing together a number of small 


personal holding companies. As a re- 
sult, Denver-based Centennial Fund 


began life last month with assets of 
$25.7 million. 


As yet, only a handful of funds are 


active in this sort of thing. Just three | 
of them in fact—One William Street, | 
Broad Street Investing and Funda- | 
mental Investors—account for half of | 


the estimated 30 acquisitions com- 
pleted since 1958. In the past three 
years, major acquisitions have ranged 
in size from $222,000 to nearly $39 
million. 

What About Taxes? With the tax 
collector nodding approval, such ex- 
changes work out well for all con- 
cerned. The funds build their asset 


base and thus increase the flow of | 
| Management 
around for a fund that suits them, the | 


fees. After shopping 
holding companies are able in one 
quick maneuver to greatly diversify 
their assets without first liquidating 
them, hence without paying taxes on 


any profits that have accrued. 


-anstitutional 
foundation 


fund 


Established in 1944 











A diversified, managed mutual fund . . . 
. . with the principal objective of seeking 
conservative growth of income and capital... 
... through a balanced investment in 
bonds, preferred stocks, 

and common stocks. 
A free prospectus and 
important details may 
be obtained from your 
mutual fund dealer or 
by mailing the coupon 


INSTITUTIONAL 
SHARES, Li, 


85 Broad Street, New York 4, N. Y. 
Please send me a free prospectus and further 
information on Institutional Foundation Fund. 

F.9 
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vy. ROWE PRICE | 


GROWTH STOCK 
gs FUND, INC. 
[Wr ) BALTIMORE, MARYLAND 
OBJECTIVE: Possible long term growth 
of principal and income. 
OFFERING PRICE: Net asset value. 
There is no sales load or commission. 


REDEMPTION PRICE: Net asset value 
less 1%. 


Prospectus on request 


Dept. B 
10 Light Street’ Baltimore 2, Md. 


For The Growth Minded Investor 
free 2 


booklet-prospectus AE 
describes... 3& 
Aviation-Electronics- 
Electrical Equipment Shares 
of GROUP SECURITIES, INC. 


Mail this advertisement. 
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Southern California 
Edison Company 


DIVIDENDS 

The Board of Directors has 
authorized the payment of 
the following quarterly divi- 
dends: 


ORIGINAL PREFERRED STOCK 
Dividend No. 205 
65 cents per share; 


CUMULATIVE PREFERRED STOCK, 
4.32% SERIES 

Dividend No. 54 

27 cents per share 


The above dividends are pay- 
able September 30, 1960, to 
stockholders of record Sep- 
tember 5. Checks will be 
mailed from the Company's 
office in Los Angele ; Sep- 
tem ber 30. 


P. C. HALE, Treasurer 


August 18, 1960 





SHREVEPORT,. 
Dividend Notice 


The Board of Directors 
has this date declared a 
dividend of thirty-seven 
and one-half cents (37!2¢) 
per share on the Common 
Stock of the Corporation, 
payable October 1, 1960, 
to stockholders of record 
at the close of business on 
September 9, 1960. 
B. M. Brrp 


August 23, 1960 Secretary 


SERVING THE 


Fer 





LOUISIANA 


HOOPER 
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| former highs, may be good income 
issues; but whether they should still 
be regarded as “growth” stocks or 
“appreciation” issues is doubtful. 
Just don’t look for “a big oil market.” 
The premium on production no longer 
is as big as formerly. 

In general, I think this is a good 
time to practice restrained optimism 
and to restrain extreme pessimism. I 
am sure any recovery in stock prices 
will be slow and selective, and I am 
still suspicious of high price /earnings 
ratio issues, even though not all such 
stocks are undeserving. 


RHINEHART 


(CONTINUED FROM PAGE 48) 





fidence in government management. 
The former, industrial management, 
is relied upon to secure earnings and 
growth and, thus, principal while the 
latter must be regarded as contrary 
in interest to these, and providing the 
unhappy circumstance of still further 
dollar depreciation as a result of false 
economic concepts. Both these condi- 
tions tend to affect equity values. 

It would seem reasonable to con- 
clude from recent market action itself, 
that we have for the time being dis- 
counted the unfavorable influences of 
the present except, of course, the un- 
predictable. Income yields on stocks 
are higher and in relation to bonds 
much closer to older standards still 
very much respected. Income on the 
new miracle stocks is not yet a matter 
of consideration here. The changes of 
fortune in this group are so completely 
rapid, that the only rule investment 

| management can apply is diversifica- 
tion. 

The recent past has been a time 

| when the highest grade equities and 
property values have been ignored by 
buyers while the entirely indefinable 

| values of glamour stocks have gone 
beyond any of the usual standards of 
measurement. In all probability, these 
latter will, for the most part, continue 
to do this. It is no longer a matter of 
years of growth and slow progress for 
this group. It is a matter of a new 
idea today eclipsing yesterday’s rev- 
elation. These shares are discounting 
the value of time and labor to be 
saved by their devices. They will 
make an important contribution, as 
will all automation effort, in preserv- 
ing the earning power of the com- 
panies which have been hurt by the 
higher labor and material costs. 

Today’s money-manager and in- 


vestor have indeed many hazards to 
endeavor to avoid. Higher labor costs, 
higher raw material costs, foreign 
competition, foreign ownership haz- 
ards, taxation and most of all, a de- 
preciating currency. If any one or 
more of these can be evaded by ap- 
propriate selection, one has added 
important value to his investment. Be- 
yond that, the corporate investor for- 
tune is in the lap of good management. 
Money-manager and investor cannot 
expect realistic action from govern- 
ment, no matter what the party com- 
position. A few years ago, I reported 
in this column as my opinion that 
“Money is the root of all evil.” Kind 
correspondents took me to task for 
misquoting the Bible. It was not my 
intention to quote the Bible but to 
state an opinion in familiar phrase. 
Let me restate now that money is the 
root of all our evil—our economic evil. 
Our mismanagement of money follows 
the line of ultimate economic disaster, 
so well defined in history. 

We have had and we still have the 
greatest opportunity for world eco- 
nomic leadership, which we have so 
unsuccessfully reached for by unsound 
methods. It lies in restoring our own 
currency to a basis of honesty and in- 
tegrity. This surpasses all else in 
importance. We cannot continue on 
the road to insolvency by spending 
more than we have indefinitely, if we 
are to escape the stigma of being the 
land of debt and doubtful dollars, to 
say nothing of the final monetary 
disaster involved, and we are further 
down this road than we realize. 

In my report to you about a year 
ago, when the cost of money was ad- 
vancing, I said, “There is one good 
aspect of higher money costs, remote 
though it may be, and that is its 
power to attract capital from abroad 
for the higher income. This would 
really be a repatriation process be- 
cause our Foreign Aid policies have 
created huge balances ‘away’ from 
us with our own money. The process, 
if fulfilled in the manner described, 
could slow up the gold loss and im- 
prove the dollar position generally, 
but this, in proper perspective, can 
only be looked upon as a temporary, 
not a permanent solution for us .. .” 

The effect has proven temporary. 
Gold losses slowed but have picked 
up again. The theory of cheap money 
as a stimulant is one thing but as a 
creative force is another. No bound- 
ing economy worries about the cost 
of money, nor does a vigorous stock 
market. The cost of money is en- 
tirely incidental to the soundness and 
health involved. Let us take heed of 
the meaning of continuing gold losses. 
It is the practical expression of opin- 
ion of foreign money-managers that 
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the dollar position is in danger and 
that we will make the error of deval- 
uating it again. The recent sequence 
of action by the Federal Reserve may 
prove its value as a stimulant. At 
this time, the economy should have 
the vigor to respond. 

As for politics, there seems no con- 
cept possible other than that of a con- 
tinuation of deficit spending. What we 
need is a protest from every tax- 
payer, which would mark the day 
of the greatest political reform in his- 
tory. When we were one-country 
minded, with a contained purpose, our 
greatness could not be denied. Under 
the ill-conceived expression of world 
altruism, we have weakened our po- 
sition to the point of losing both the 
economic power which we created 
and once controlled and the political 
power which went along with it. Al- 
though we never have sought conquest 
of anything but political injustice and 
economic inferiority, we have put the 
cart before the horse in reaching out 
for these things first rather than in 
securing ourselves in a manner to as- 
sure the achievement of the former 
from a_ position of unassailable 
strength. As a result, we are now 
caught off-balance politically and eco- 
nomically in our world relationships. 

Comnig back to the market place, it 
is this writer’s opinion that our so- 
called blue chips will, in most cases, 
experience an important resurgence 
in respect and popularity and value in 
investor minds after the price adjust- 
ments of the recent past. There can 
be and will be a final upsurge in stock 
values, not so much because profit 
margins improve, labor relations get 
better, taxes are lowered and share 
earnings thus benefit (none of which 
seems probable), but because for a 
period of time there will be a renewal 
of industrial expansion and prospects 
on a bigger scale than ever and also 
a renewal of the realization that fur- 
ther deep dollar depreciation on a 
world scale is in the making. As a 
result of the latter, dollars will renew 
their rush into hiding through the 
conventional methods of buying prop- 
erty values in raw materials and 
plants and processes. This procedure 
is still importantly ahead of us. 

Previously favored shares continue 
so, for the most part in the oils, steels, 
chemicals and metals. The rails, I be- 
lieve, have greater prospects than 
they have had for some time with the 
accelerated achievements and pros- 
pects of consolidations. The marriage, 
so to speak, of Norfolk & Western 
and The Virginian was ideal and has 
provided an important incentive to 
renewed effort in consolidations. 
Northern Pacific and Great Northern 
and Chicago Burlington & Quincy 
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will prove another very profitable and | 


logical arrangement. The controversy 
concerning Chesapeake & Ohio and 
Baltimore & Ohio and the New York 
Central is disturbing but its success- 
ful solution will mean much to this 
general trend. 

Piggy-back loadings are increasing 
at an unbelievable pace and this is an 
over-all contribution to improving 
earnings in this industry. The rail- 
roads are facing a great resurgence, 
but the landowners of the West con- 
tinue as outstanding property value 
purchases. Public utilities have be- 
come the growth stocks in slow- 
motion, beyond expectation. 

Here is the recommended list with 
a few omissions and additions. Stand- 
ard Oil of New Jersey, Union Oil of 
California, Amerada, Phillips, Texa- 
co, Pure, U.S. Steel, Republic, Bethle- 
hem, Jones & Laughlin, Carpenter, 
American Cyanamid, Union Carbide, 
Eastman Kodak, Dow, Olin Mathie- 
son, Hercules Powder, General Elec- 
tric, Westinghouse, International Tel. 
& Tel., Radio Corp., General Tele- 


phone & Electronics, Phelps Dodge, 


Kennecott, Aluminium, Northern Pa- 
cific, Great Northern, Chesapeake & 
Ohio, Louisville & Nashville, Norfolk 
& Western. Also, Martin, North Amer- 
ican, McDonnell and Lockheed in the 
missile and wings department. The 
misfortunes of the latter are now be- 
hind and a good recovery is to be 
expected. 

For those real investors who would 
like a ready-made. portfolio, as well as 
an unusual growth situation of an un- 
common sort, ownership in Conti- 
nental Insurance is suggested. Con- 
tinental heads the largest grouping of 
fire and casualty companies in the 
country, generally known as_ the 
American Fore Loyalty Group. Sell- 
ing at about 53 and paying $2, it pos- 
sesses an investment portfolio of very 
high quality, with an approximate 
value of over $1,300,000,000, of which 
35.4% is in bonds, 2.8° in preferred 
and 61.7% common shares. Total 
other assets are valued at over $253,- 
000,000. A higher dividend could be 
a real possibility here in view of the 
fact that underwriting has again 
moved into a profitable zone. Earn- 
ings for 1960 are projected at over 
$4, for 1961 possibly over $5. 

The selection of individual issues is 
only secondary to the proper appraisal 
of the economy as a whole. There 
never has been a time when there 
were so many and varied corporate 
interests available for individual own- 
ership. Under these circumstances the 
temptation to try the untried is strong. 
Perspective, as previously recom- 
mended, finds the proven values best 
although perhaps not so exciting. 








CONTINENTAL 
C¢ CAN COMPANY, Inc. 





175th 
COMMON DIVIDEND 

A regular quarterly divi- 
de of forty-five cents 
(45¢) per share on the 
common stock of this 
Company has been de- 
clared payable Septem- 
ber 15, 1960, to stock- 
holders of record at the 
close of business August 
22nd, 1960. 


63rd 
PREFERRED DIVIDEND 
A regular quarterly divi- 
dend of ninety-three 
and three-quarter cents 
$.93%) per share on the 
$3.75 cumulative pre- 
ferred stock of this Com- 
pany has been declared 
payable October 1, 1960, 
to stockholders of rec- 
ord at the close of busi- 
ness September 15, 1960. 


JOHN N, CARTY, 


Treasurer 








ROBERTSHAW - FULTON 
CONTROLS COMPANY 


Richmond, Va. 
PREFERRED STOCK 
A reguler quarterly 
dividend of $0.34375 
per share has been de- 
clared on the $25.00 
par value 5 '4 per cent 
Cumulative Con- 
vertible Preferred 
Stock, payable Sep- 
tember 20, 1960 to 
stockholders of rec- 
ord at the close of 
business September 
6, 1960. 


COMMON STOCK 


A regular quarterly dividend of 37 '¢c per 
share has been declared on the Common 
Stock payable September 20, 1960 to 
stockholders of record at the close of busi- 
ness September 6, 1960. 


The transfer books will not be closed. 


August 17, 1960. 


JAMES A. WITT 
Secretary 





pany declared a regular 
*. as. quarterly dividend of 25 
cents a share on Common 
Stock, payable October 


COMMON STOCK DIVIDEND 
Q2r-< 


CONSECUTIVE 
QUARTERLY PAYMENT 


The board of directors of 


nN 
yy 
*\ Seaboard Finance Com 


ULY 28, 1960 





10, 1960 to stockholders of record 
September 22 


PREFERRED STOCK DIVIDENDS 
The Directors also declared regular 
quarterly dividends of $1.18 % on 
the $4.75 Sinking Fund Preferred 
Stock, $1.25 on the $5.00 Sinking 
Fund Preferred Stock, $1.56 ‘4 on 
the $6.25 Sinking Fund Preferred 
Stock, $1.25 on the $5.00 Convert 
ible Preferred Stock, Series B, ali 
Payable October 10, 1960 to stock 
holders of record Sept. 22, 1960. 


Edward L. Johnson 


SECRETARY 


CTA BIAIT 


FINANCE COMPANY 




















TICE 


Regular quarterly dividend of $1.75 per share on the Preferred 
Stock and regular quarterly dividend of $.55 per share on the 
outstanding Common Stock of P. Lorillard Company have been 
declared payable October 1, 1960, to stockholders of record at 
the close of business September 9, 1960. Checks will be mailed. 


New York, August 17, 1960 G. O. DAVIES, Treasurer 


FIRST WITH THE FINEST CIGARETTES—THROUGH LORILLARD RESEARCH 


PSHorllard 2006 funiviriary 
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TWO HUNDRED YEARS OF TOBACCO EXPERIENCE 


Cigarettes 

OLD GOLD STRAIGHTS KENT NEWPORT SPRING 
Regular Regular King Size King Size 
King Size King Size Crush-Proof Box 

OLD GOLD FILTERS Crush-Proof Box EMBASSY 
King Size King Size 
Smoking Littie Chewing Turkish 
Tobaccos Cigars Tobaccos Cigarettes 
BRIGGS BETWEEN BEECH-NUT MURAD 
UNION LEADER THE ACTS BAGPIPE HELMAR 
FRIENDS MADISON HAVANA 
INDIA HOUSE BLOSSOM 














DIVIDEND NOTICE e6th CONSECUTIVE 


The 625,000 owners of Stand- 
ard Oil Company (New 
Jersey) will share in the earn- 
ings of the Company by a div- The 86th consecutive 
idend, quarterly dividend was 


declared this day by the 

declared by the Board of Board of Directors of 

Directors on August 4, 1960 Rockwell Manufacturing 

and payable September 12, Company. A dividend of 

1960 40¢ per share on outstand- 

ing common stock will be 

to sharebolders of record paid on September 9, 

August 12, 1960 at the rate of 1960, oi a of 

: record a’ close of busi- 

55¢ per share of capital stock. side om a 19, 1960. 

1960 is the 78th consecutive August 1, 1960 
year in which cash dividends 


have been paid P Fo Wick, 


Standard Oil Company 
(New Jersey) 


ROCKWELL 


MANUFACTURING CO. 


_ SCHULZ 
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buying recommendations, both on fun- 
damental and technical grounds. 
Moreover, the price action between 
the June breakout and column 6 
looked typically like a “box of ac- 
cumulation”—to use the newly popu- 
lar term—in the 14-15 range, giving 
rise to a new sell-stop at 134% (arrow 
Y) and another buy-stop at 16 (arrow 
B). 

The latter was touched off in due 
course by a rally that carried to 16% 
on our chart (actual high 16%), and 
again the pullback materialized, this 
time to 155s, so that once more it 
would have paid the buyer to delay 
his purchase until after the stop was 
caught. At the time of writing, the 
next buy-stop point was at 17 (arrow 
C), one price unit above the Dec. 
1959 rally top at 16% on the half- 
point chart (column 7), and it is in- 
teresting to note that an advisory 
service has suggested purchase of 
Avco at 17 on stop, for possible “rapid 
appreciation”. This leads me to sus- 
pect that buy-stop orders might be 
heavily bunched at 17, so there could 
be some fireworks when this stop is 
touched off. If the market climate re- 
mains conducive, this may conceivably 
happen before you read this story. 
However, since there are over 10 mil- 
lion Avco shares outstanding (plus an 
added potential of up to 1% million 
shares from bond conversions), the 
effect of massive buying is not likely 
to be entirely unrestrained. 

Moreover, potential supply in the 

| area of the 1959 high (175s) may 
| make itself felt. So there is some rea- 
son to assume that a breakout at 17 
should be followed by a conventional 
pullback correction, whose eventual 
low would then give rise to a new 
sell-stop point, somewhere above the 
present one at 1344. (The only earlier 
high I know of is that of 1929 at 23%.) 

It should be obvious that the de- 
mand-supply conditions resulting 
from the new popularity of the on- 
stop approach can give rise to some 
| interesting speculative possibilities 





for short-term traders willing to ven- 


ture into a crowded situation. De- 
cided risks are involved, especially if 
in a weak market everybody wants 
out all at once. On the other hand, 
buying in anticipation of buy-stops, 
or buying on pullback declines, pro- 
duces a lower cost basis, which is fine 
if the gambit works, and helpful if it 
doesn’t. In some instances, the sav- 
ings can be fairly substantial and ac- 








| Pitteburgh 6, Pa. 


| tive short-term traders should benefit 
from using a good selection of charts 
| to locate appropriate situations. The 
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more sales resistance you have, and | 


the longer you defer buying in minor 
weakness, the better off you will be. 


You may risk having a stock run away | 


from you, but most of them don’t; the 
few that do might prove to be heart- 
breakers, but you have no way of 
knowing that for sure in advance. In 
no event is an indiscriminate approach 
advisable, and you should never trade 
in a stock you would not be willing 
to buy on merit alone. Nor should 
you trade in a stock whose major up- 
trend is far advanced or otherwise in 
doubt. 

In the case of Avco, the current up- 
trend phase can properly be dated 
from the May 1960 lows at 12, so the 
move is not very old. It should also 
be encouraging to note that, in terms 
of P&F analysis, this year’s base de- 
velopment on the half-point chart 
yields two targets at 18 from the in- 
dicated lateral measurements between 
columns 1 and 2 and columns 5 and 6, 
and a target at 20% projected from 
the 13 line (columns 1 and 2). These 
targets suggest the technical proba- 
bilities that the buy-stop at 17 can 
be touched off and that a major 
uptrend to the lower 20s can evolve, 
which is especially interesting in light 
of the longer-term technical implica- 
tions of the one-point chart. (The 
box outlining the end portion of this 
chart defines the price action shown 
in greater detail by the half-point 
chart.) Here you can see that a rise 
to 17 would complete the entire action 
since June 1959 (columns 8 to 9) as 
a major-trend reversal base with a 
target at 21, for which the half-point 
target at 20% may furnish corrobora- 
tion. More important, a rise to a new 
high at 18 would tend to re-affirm a 
broader uptrend out of the large base 
between columns 10 and 11, from 
which long-term targets at 22 and 24 
can be projected. 

On fundamentals, The Street is cur- 
rently making a strong case for Avco 
as a somewhat misunderstood stock, 
still widely associated with home ap- 
pliance production. The fact is the 
company has been reducing its de- 
pendence on this field for some years 
and is now deep in defense work, do- 
ing a great deal of research and de- 
velopment in missiles, electronics and 
related things. Last year’s reported 
net income was 94c a share, with pre- 
depreciation cash flow working out 
at around $1.50. Street estimates of 
probable 1960 results run to about 


$1.15 per share net profit and cash | 
flow of perhaps something like -$1.75. 
The speculative spirit willing, a higher | 


market valuation of these numbers 
could go far toward implementing the 
upper P&F targets plotted on our 
charts. 
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NEXT ISSUE: 
Market Theorist. 


Over 60 years ago, Charles H. Dow laid down the principles 


which led to the first respectable theory for predicting the stock market’s major 
movements. For a critique of the Dow Theory’s weaknesses—and surprising 
strengths—see Forses next issue. 
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ON THE 


THOUGHTS BUSINESS OF LIFE 


This is a world of action, and not 
for moping and droning in. 
—CuHar.Les DICKENS. 


Worldly fame is but a breath of 
wind that blows now this way, and 
now that, and changes name as it 
changes in direction. —DANTE. 


There is no dependence that can 
be sure but a dependence upon one’s 


self. —Joun Gay. 


Obsolescence is a factor which says 
that the new thing I bring you is 
worth more than the unused value of 
the old thing. 

—Cnar.es F. Ketrerinc. 


Do today’s duty, fight today’s temp- 
tation; de not weaken and distract 
yourself by looking forward to things 
you cannot see, and could not under- 
stand if you saw them. 

—Cwarves KINGSLEY. 


Laws are always unstable unless 
they are founded on the manners of 
a nation; and manners are the only 
durable and resisting power in a 
people. —ALEXIS DE TOCQUEVILLE. 


Your circumstances may be uncon- 
genial, but they shall not long remain 
so if you but perceive an Ideal and 
strive to reach it. You can not travel 
within and stand still without. 

—JamMes LANE ALLEN. 


The great menace to the life of an 
industry is industrial self-compla- 
cency. —Davip SARNOFF. 


I am only one, but still I am one; I 
cannot do everything, but still I can 
do something; and because I cannot 
do everything I will not refuse to do 
the something that I can do. 

—Epwarp E. HALe. 


No man can deliver the goods if his 
heart is heavier than the load. 
—FRANK IRVING FLETCHER. 


The longing for certainty and re- 
pose is in every human mind. But 
certainty is generally illusion and re- 
pose is not the destiny of man. 

—OLIveR WENDELL HoLMEs. 


One cool judgment is worth a 
thousand hasty councils. The thing 
to do is to supply light and not heat. 

—Wooprow Witson. 
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There should be no inferiors and 
no superiors for true world friend- 
ship. —Cartos P. Romuvu to. 


There is no law of progress. Our 
future is in our own hands, to make 
or to mar. It will be an uphill fight 
to the end, and would we have it 
otherwise? Let no one suppose that 
evolution will ever exempt us from 
struggles. “You forget,” said the 
Devil, with a chuckle, “that I have 
been evolving too.” —Dean INGE. 


B. C. FORBES: 


You often hear it said: “Some 
people are born lucky, some are 
born unlucky.” However, my 
observation, experience, investi- 
gations have moved me to the 
conclusion that luck plays a 
minor role, that when you delve 
deeply enough you almost al- 
ways discover reasons why some 
persons get along better than 
others, that there is some weak- 
ness in the armor of those who 
do not succeed, that those who 
succeed possess certain superior 
qualities, superior qualities of 
character, industriousness, stu- 
diousness, personality, etc... . 
Yes, many, perhaps millions, of 
decent hard-working men fail 
to reach the summits. But sel- 
dom do the undeserving climb 
the heights—and long remain 
there. The moral of all this, in 
my humble faith, was succinctly 
expressed in a Scottish tomb- 
stone epitaph: “He did his 
damndest. Angels could do no 
more.” My exhortation is: Don’t 
rely on luck, do your damndest. 


Every civilization rests on a set of 
promises if the promises are 
broken too often, the civilization dies, 
no matter how rich it may be, or how 
mechanically clever. Hope and faith 
depend on the promises; if hope and 
faith go, everything goes. 

—HErBert AGar. 


The feeling of having done a job 
well is rewarding; the feeling of hav- 
ing done it perfectly is fatal. 

—Don FeEpperson. 


Whosoever does not know how to 
recognize the faults of great men is 
incapable of estimating their perfec- 
tions. —VOLTAIRE. 


A virtue and a muscle are alike. If 
neither of them is exercised they get 
weak and flabby. 

—Ricnwarp L. Rooney. 


It is a funny thing about life—if 
you refuse to accept anything but the 
best you very often get it. 

—W. Somerset MAuGHAM. 


substitute for 
—Henry Cray. 


Statistics 
judgment. 


are no 


Who does more earnestly long for a 
change than he who is uneasy in his 
present circumstances? And who run 
to create confusions with so desperate 
a boldness as those who have nothing 
to lose, hope to gain by them? 

—Sir THomas More. 


There is no problem of human na- 
ture which is insoluble. 
—Rawtpu J. BuNCHE. 


The moral law is written on the 
tablets of eternity. For every false 
word or unrighteous deed, for cruel- 
ty and oppression, for lust or vanity, 
the price has to be paid at last. 

—James A. FROUDE. 


In the midst of great joy do not 
promise to give a man anything; in 
the midst of great anger do not an- 
swer a man’s letter. 

—CHINESE PROVERB. 


I could not tread these perilous 
paths in safety, if I did not keep a 
saving sense of humor. 

—Lorp NELSON. 


Give a good deed the credit of a 
good motive; and give an evil deed 
the benefit of the doubt. 

—BrANDER MATHEWS. 


enagpeiaiianiaiaahiiags seid onteneniat —— 


| 
More than 3,000 selected “Thouahts” 
available in a 544-page book. Regu- 
lar edition, $5. 





A Text... 


Sent in by Janet Lee Doughman, 
Cincinnati, Ohio. What's your fa 
vorite text? A Forbes book is pre- 
sented to senders of texts used. 


lips. 


Boast not thyself of tomorrow; for thou 
knowest not what a day may bring forth. 
Let another man praise thee, and not thine 
own mouth; a stranger, and not thine own 


—Proverss 27:1-2 





ForRBES, SEPTEMBER 1, 1960 








Looking just one way... 


Take a forward look with the new 

N&W! Here is a railroad that’s going 

all-out to improve efficiency and serv- 

ice—to create new savings in time and 

money for shippers. Nation’s newest 

fleet of diesels. Plenty of freight cars 

in tiptop condition. Fast, dependable 

freight schedules. A railroad con- 

stantly looking forward to find new 

ways to give better service to its cus- NORFOLK & WESTERN 
tomers. Come aboard the new N&W-— RAILWAY 
the nation’s going-est railroad. GENERAL OFFICES: @ ROANOKE, VIE 





Son, youve really arrived 


What boy couldn’t dream big dreams of tomorrow ...in Dad’s impressive Italic Styled office? 
More importantly, it provides the perfect setting for management’s top level decisions of 
today. Italic emphasizes your company’s forward thinking . . . to customers, prospects, clients. 
Its numerous custom-styled variations permit you to satisfy your personal taste. And yet 
you can avoid the impracticalities of specially-built furniture! Call your GF representative, 
or write us direct for your color brochure on Italic Styling. GF Studios, Inc., Department G-23, 
Youngstown 1, Ohio. Division of The General Fireproofing Company. 


When you plan new offices or major “ 4 » 
remodeling, it will pay you to consult [a hb L Lt, = Sy G.F STUDIOS, INC. 
GF Business Work Center specialists -— 4 owen of THE GENERAL FIAEPROOFING CO 
at the time you hire your architect. a 


Visit us at the OEMI BUSINESS EQUIPMENT EXPOSITION « Los Angeles Sports Arena + November 1-4 





